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MARXIAN, LIBERAL, AND SOCIOLOGICAL 
THEORIES OF IMPERIALISM 


I. THE THREE GENERAL POINTS OF VIEW 


T IS the purpose of this paper to present and discuss what 
may be called the “Marxian,” “liberal,” and “sociological” 
theories of imperialism, and to indicate briefly how the for- 

mula of “economic imperialism” has been typically used by his- 
torians. The literature on the theory of imperialism is very ex- 
tensive, particularly in Germany, where both socialist and non- 
socialist writers have long been preoccupied with the question. 
The greater part of this material, however, is either highly dialec- 
tical or polemical in nature and of doubtful scientific value; but, 
because of its influence in popularizing a new apparatus of ideas 
and in giving new content and meaning to an already overcharged 
Schlagwort, it cannot be ignored. In Great Britain the word “im- 
perialism” generally connotes something peculiar to the British 
Empire, in contrast to the universal meaning commonly attached 
to it by German writers. Among American writers the concept is 
employed in so many different ways and has come to be the key- 
note for so many studies in international relations that the results 
are almost as general and confusing as they are in Germany. 

There can be no doubt that the concept of imperialism has 

changed greatly in recent times. Originally associated with the 
Imperium Romanum, imperialism carried with it a connotation 
of absoluteness which would be difficult to duplicate in modern 
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times; and as such it was simpler, more direct, and more powerful 
than it is today.‘ Some idea of the nature of the change which has 
taken place, converting imperialism into a term to conjure with, 
may be gained by comparing the definitions given in standard 
dictionaries, where the original and simpler sense has been largely 
retained, with the variety of complex and contradictory meanings 
brought out in Parts II, III, and IV of this paper.* Where once 
it was regarded as personal or political, characteristically carried 
on by military force, imperialism is now considered to be funda- 
mentally economic both in origin and purpose, its political and 
military manifestations being looked upon as incidental. More 
and more the statement can be found that economics is but an- 
other name for politics, there being no line of demarcation be- 
tween the two, and that the writing of history became scientific 
only when formulas were discovered which could be used to inter- 
pret historical events in terms of the economic environment. 
Granting that a new and more scientific approach to history was 


* See T. R. Glover, Democracy in the Ancient World (Cambridge, England, 1927), 
Pp. 154, 169, 170, 212. 

2 See for example Webster’s New International Dictionary and the Oxford English 
Dictionary (1901). The latter defines imperialism as “‘the rule of an emperor, espe- 
cially when despotic or arbitrary,” as France under Napoleon III; and as the im- 
perialism of the British Empire, which is the policy (1) of seeking, or at least not 
refusing, an extension of the British Empire in the directions where trading interests 
and investments require the protection of the flag; and (2) of so uniting the different 
parts of the Empire having separate governments, as to secure that for certain pur- 
poses, such as warlike defence, internal commerce, copyright, and postal communi- 
cation, they shall be practically a single state.”” Webster similarly speaks of im- 
perialism as the “power or government of an emperor; imperial authority or sys- 
tem”; and as the “policy, practice, or advocacy of seeking, or acquiescing in, the 
extension of the control, dominion, or empire of a nation,” and gives as examples 
“the acquirement of new territory or dependencies, especially when lying outside 
the nation’s natural boundaries, or by the extension of its rule over other races of 
mankind, as where commerce demands the protection of the flag.” Webster also re- 
fers to imperialism as ‘“‘the closer union of more or less independent parts for opera- 
tions of war, copyright, interaal commerce, etc., as in the case of the closer union of 
parts of the British Empire advocated by some.” 

Othmar Spann, in an article on “Imperialismus” in Handwérterbuch der Staats- 
wissenschaften (V, [1923], 383-85), gives a history of the word from Roman times to 
modern times when it came into common use in connection with Napoleonic despot- 
ism, but received a different meaning in England in the “greater Britain” move- 
ment, and still another meaning under the influence of the Marxian economic inter- 
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needed in which economic factors should receive more attention 
and personal and military exploits less, it is now quite evident 
that the economic interpretation has been overworked, or at least 
very crudely employed. Historians, more than others perhaps, 
have been inclined to accept it altogether too uncritically; and in 
their zeal to make history scientific they have merely made it con- 
form to questionable hypotheses. 

The outstanding general theory of imperialism, both from the 
point of view of precedence and of influence, is the Marxian. 
It is based on the assumption that all political phenomena ema- 
nate from economic and material causes; it holds, in brief, that im- 
perialism is the inevitable product of the capitalistic form of pro- 
duction and exchange and can only disappear, with all its attend- 
ant evils, with the advent of universal socialism. 

Closely akin to the Marxian is the theory of imperialism arising 
from those liberal and professedly non-socialistic sources which 
hold, nevertheless, that imperialism is an “economic” phenom- 
enon and traceable to the maladjustments of capitalism, if not to 
capitalism as such. From this point of view, “economic’’ imperial- 
ism is regarded as the leading form of a large genus. Military, 
personal, religious, and political forms of aggrandizement are 
looked upon as merely secondary or contributing factors. The 
more inclusive Marxian theory, by contrast, regards it as tauto- 


pretation. A number of definitions, more or less in line with the historical stages 
through which the concept has passed, are given. 

The writer who has done most to trace the history and use of the concept of 
imperialism is J. Hashagen. See his articles: ““Marxismus und Imperialismus,” 
Jahrbiicher fiir Nationalékonomie und Statistik, Vol. CXIII (1919); and “Zur Deu- 
tung des Imperialismus,” Weltwirtschafiliches Archiv, Vol. XXVI (1927). His ac- 
companying bibliographies are particularly helpful as regards German writings on 
imperialism. 

German socialists, more than anyone else, have exploited the term “imperialism,” 
which they frankly took from the English. As Karl Kautsky remarks, England alone 
was not responsible for the new policy of expansion toward the end of the nineteenth 
century, but she supplied the term “imperialism,” which best describes the process 
(Neue Zeit, XXXIII, No. 2 [1915], 110). 

In general, Continental and American writers use the terms “imperialism” and 
“imperialistic” more widely and loosely than is the case in Great Britain, where such 
expressions give way to “imperial preference,” “imperial federation,” etc., in the 
purely local sense noted above. 
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logical to speak of “economic” imperialism because the capitalist 
mode of production itself accounts for what happens in the so- 
called economic, political, and religious world. Nevertheless, both 
theories spring from a deep-seated dislike of capitalism or its 
workings, or both, and from the belief that there can be no peace 
for the world until the capitalistic system is either entirely re- 
placed by a more highly socialized arrangement or radically re- 
formed. 

The third theory of imperialism with which we are here con- 
cerned represents a radical departure from the economic inter- 
pretations just alluded to; for, instead of interpreting imperialism 
in terms of the current (capitalistic) form of economic organiza- 
tion, it maintains the view that imperialism is an atavism, a pre- 
capitalist phenomenon, projecting itself into an industrial society 
whose very nature, texture, and international ramifications tend 
to work against the military and political exclusiveness associated 
with competitive empire-building. From this point of view im- 
perialism is the end, and the economic system (whether it be 
handicraft or capitalistic or socialistic) is the means. From this 
broad sociological view there is no concatenation of cause and 
effect between economic and political forces but merely a sort of 
functional relationship between coexisting principles. It is, never- 
theless, a relationship which is highly variable, representing a 
temporary compromise, with the older forces tending to disappear 
in the face of the newer. 


Il, THE MARXIAN THEORIES OF IMPERIALISM 
There is no single Marxian theory of imperialism except as re- 
gards the fundamental belief that imperialism springs in modern 
times entirely from capitalism.’ When the various interpreters of 
Marx leave this common ground and launch into the details of 


3 I have used the term “Marxian” rather than “socialist,” or have used the two 
terms interchangeably, because it is the Marxian element rather than the social ele- 
ment which properly characterizes what is loosely and vaguely called “‘socialism.” 
Without this element, with its greater or less emphasis upon the economic interpreta- 
tion, the dialectic, the labor-cost theory of value, and the concentration of capital, 
no critique of capitalism can properly be called socialistic. This practically excludes 
what passes as “socialism” in England and America, but embraces what is known as 
“communism” in those countries. 
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their analyses and criticisms, they differ widely. Only the fact 
that their differences are, after all, chiefly differences of emphasis 
makes it possible to group them under a common category. The 
lack of outward unity among neo-Marxian writers on imperialism 
may be very largely explained by the fact that Marx himself never 
explicitly stated a theory of imperialism.‘ His nearest approach 
to such a theory is to be found in what he had to say about 
colonialism, but it is evident at once that in Marx’s mind colonial- 
ism belonged to those dark days of pre-capitalist accumulation 
which helped give rise to modern capitalism.’ He regarded the 
days of colonization as definitely over; or at least he regarded 
colonial enterprises as anachronisms, soon doomed to give way, 
along with all capitalist and pre-capitalist elements, to socialism.® 


4In only one place have I found the word Jmperialismus in Marx, and in only 
one instance have I seen it intimated that the word, as Marx used it, entitled him to 
the honor of having explicitly originated the socialist theory of imperialism. Speak- 
ing of the empire of Napoleon III, Marx wrote: “Imperialism is, at the same time, 
the most prostitute and the ultimate form of the state power which nascent middle- 
class society has commenced to elaborate as a means of its own emancipation from 
feudalism, and which full-grown bourgeois society had already finally transformed 
into a means for the enslavement of labor by capital” (The Paris Commune [includ- 
ing The Civil War in France, from which the excerpt is taken], p. 73). Marx used 
Imperialismus in the original, Der Biirgerkrieg in Frankreich (1876), pp. 25-26. 

Leon Trotsky remarks that “this definition has a wider significance than for the 
French Empire alone, and includes the latest form of imperialism, born of the world- 
conflict between the national capitalisms of the great powers” (The Defence of Terror- 
ism, a Reply to Karl Kautsky (1921), p. 33). 

5 Capital (Moore’s and Aveling’s translation; Chicago, 1909), I, 825. 

6 At the close of the first volume of Capital, Marx has a chapter on “The Modern 
Theory of Colonization.” He defined “real colonies” as “virgin soils colonized by 
free immigrants,” and referred to the United States as still, ‘speaking economical- 
ly,” only a colony of Europe. Much significance is attached to the phrase “speaking 
economically” by some of Marx’s followers, because they believe it places the em- 
phasis, in modern imperial matters as well as in the older colonialism, where Marx 
consciously believed it to belong. That is to say, the significant thing is the eco- 
nomic and not the political relationship, for it confirms the belief that imperialism is 
an economic stage and not merely a political policy. See Max Schippel, “O dieser 
Imperialismus,” Sosialistische Monatshefte, 1915, No. 2, p. 585, and below, pp. 
725, 729. 

Marx’s own purpose, however, in writing the chapter on “Modern Theories of 
Colonization,” was to point at once to capitalist avarice and the futility of any at- 
tempt of capitalism to save itself by forced colonial schemes. He referred particularly 
to an attempt to “effect the manufacture of wage-workers in the Colonies,” which 
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Again, some of Marx’s followers, as will be pointed out more 
fully later, identify modern imperialism with Marx’s “monopoly 
stage” of capitalism; but here also it must be noted that the 
monopoly stage of capitalism, according to Marx, came long after 
the colonial era and not with it. Furthermore, Marx regarded 
capitalism as already in this final or monopoly stage at the time he 
wrote; and he was fully convinced that the revolution which was 
to usher in universal socialism was at hand. For this reason he 
had relatively little to say about the monopoly stage of capital- 
ism. Having reached its final stage, in which contradictions had 
ceased to operate, capitalism was incapable of further developing 
any sort of policy, either of free trade or protectionism, colonial- 
ism or imperialism. It could only await the revolution, for, having 
woven its own winding-sheet, it could have no hope for a new 
lease on life. To identify modern imperialism with Marx’s monop- 
oly stage, therefore, requires severe amendments to the time 
element in Marx’s prophecy regarding the advent of socialism, 
and can only mean that Marx’s followers, not Marx himself, find 
the material for a theory of imperialism in this part of the master’s 
doctrine. We must turn, therefore, to the neo-Marxians for Marx- 
ian theories of imperialism. Each disciple naturally regards his 
own contribution as faithful to the way Marx himself would have 
regarded the situation, could he have anticipated the revival of 
colonialism and imperialism. 

The question of who is entitled to the credit of first formulating 
a socialist theory of imperialism has given rise to much contro- 
versy in socialist circles. Various claims have been made to the 


he found in the scheme of “systematic colonization” proposed by E. G. Wakefield 
and partially attempted by acts of Parliament. The scheme proposed, in brief, was 
that the government should place an artificially high price on land in the colonies in 
order to discourage laborers there from becoming independent and thus insure 
against a continuous labor shortage in the colonies. Furthermore, the proceeds from 
the sale of such lands were to be used to defray the expenses of exporting surplus 
laborers from England to her colonies. The fact that such a proposition could arise 
proved to Marx, not only that colonialism is based on exploitation, but that capital- 
ism is fast approaching its end when recourse must be had to such methods. “True 
colonialism,” the essence of which is that the bulk of the soil is still public property, 
was fast disappearing by being made “capitalistic.” 

It is interesting to note J. S. Mill’s defense of Wakefield’s scheme, in his Princi- 
ples of Political Economy, Book V, chap. xi, par. 12, 14. 
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honor of having first advanced new suggestions and ideas, but no 
one can claim to have worked out a complete theory alone. Karl 
Kautsky, on whom fell the task of carrying on where Marx and 
Engels left off, could look back in 1915 and argue that it was he 
who first gave a socialist explanation of the new colonial policy as 
opposed to the old.’ It is true that in 1898, when the entire world 
was being stirred by “imperialistic” wars, Kautsky undertook 
to explain the situation in terms of the evolution of capitalism— 
by no means a new type of explanation, for it was common to 
Marx and all his followers. Nevertheless, the attempt may be 
regarded as a typical product of the revived interest among So- 
cialists in “capitalist”’ colonial policies arising from the inter- 
national difficulties of the period.* 


7 The claim was made in Neue Zeit (of which Kautsky was editor from 1883 to 
1917), XX XIII, No. 2, 110; and the articles to which Kautsky referred appeared in 
the same journal (Vol. XVI, No. 1 [1897-98]), under the title ‘“‘Aeltere und neuere 
Kolonialpolitik.” Furthermore, between 1880 and 1888 Kautsky had contributed 
several articles on colonial questions to Neue Zeit, which he also referred to later 
(Sosialismus und Kolonial politik [1907]), in order to remind fellow-socialists, follow- 
ing the Stuttgart Congress of the International at which he and a few followers had 
narrowly averted the adoption of a socialist colonial “program” favored by Bern- 
stein, Vandervelde, and others, that the discussion of the colonial question was not 
as new as certain colonial enthusiasts seemed to think but had been discussed and, 
the implication was, settled by him much earlier. (For a history of the controversies 
over imperialism which stirred this and other socialist congresses before the World 
War, see VIII* Congrés Socialiste Internationale, Stutigart, 1907, compte rendu 
analytique [Bruxelles, 1908), pp. 216-19, 285~323; and Brynjolf J. Hovde, “Socialistic 
Theories of Imperialism prior to the Great War,” Journal of Political Economy, Vol. 
XXXVI [1928)). 

§ Not too much stress should be laid upon Kautsky’s importance in the history 
of the socialist theory of imperialism. Although he contributed something, his im- 
portance has been magnified because he always managed to enter into every con- 
troversy which took place on imperialism in Neue Zeit; and because his enemies, the 
communists, have delighted in making him the scapegoat for all non-communist 
views on imperialism. See especially N. Lenin, Imperialism, The Last Stage of 
Cabitalism (New York, 1927), and Michel Pavlovitch, The Foundations of Imperial- 
ist Policy (London, 1922). 

At the close of the nineteenth and the beginning of the twentieth century Neue 
Zeit and other socialist organs contained many discussions of the new imperialism, 
with all of which Kautsky was conversant. He was also a close student of English 
history and was much influenced by the ideas of English historians. His wife re- 
marks that he was particularly influenced by Buckle (Luise Kautsky [editor], Rosa 
Luxemburg, Letters to Karl and Luise Kautsky from 1896 to 1918 [New York, 1925], 
P. 233). 
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Following the period of the “‘old colonial policy,” which ended 
with the American war for independence and the industrial revo- 
lution, according to the explanation, there was ushered in the 
“new colonial policy” of Manchesterism or free trade. This was a 
peaceful policy which favored philanthropy rather than exploita- 
tion of native races in colonial areas, where formerly the pre- 
capitalist colonial policy had been extremely warlike and brutal. 
This change was regarded as having taken place because indus- 
trial capitalism, which early began to produce a surplus of con- 
sumption goods, desired to build up foreign markets, and to this 
end was induced to civilize and educate its prospective customers 
rather than to exploit and exterminate them. 

But how was the still more recent colonial policy, which marked 
a reversion to the old colonial system, to be explained, in view of 
the fact that industrial capital still predominated? Had some in- 
sidious change suddenly overtaken capitalism? As Kautsky saw 
it in 1898, and even more clearly later, the change was to be ex- 
plained by the fact that under the period of free trade, prolonged 
peace, and unmolested capitalistic expansion, contradictions were 
engendered, in accordance with the principles of the Marxian 
dialectic, which put capitalist powers at variance with each other 
and at strife with the backward regions which they had helped 
build up. Whereas formerly capitalist products were exported, 
now capitalist production itself was being sent abroad in the 
form of the export of capital, or production goods, which greatly 
encouraged tying contracts between the lending and borrowing 
countries, and other forms of imperialistic ties.» Thus began the 
scramble by capitalist powers for colonial possessions, each nation 
hoping to build up a self-contained imperial system, which en- 
‘couraged the erection of protective tariffs around the system, 


* Kautsky’s later views, in which he emphasizes the export of surplus production 
goods and the competition and war which follow, are found in his The Class Struggle 
(8th ed., 1907; translated by William E. Bohn, Chicago, 1910), pp. 43-44; and 
similarly, in The Road to Power (translated by A. M. Simon; Chicago, 1910), pp. 
112-14. Pavlovitch (op. cit., p. 73) discusses Kautsky’s change of emphasis from 
industrial to financial capitalism, and ascribes it to the influence of Hilferding (see 
below, p. 726). 

A favorite way of dramatizing this sort of thing is to contrast the era of Man- 
chester and the era of Birmingham—the first epitomizing liberalism, free trade, tex- 
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military and civil domination of backward regions, and the build- 
ing of fleets to protect imperial trade. 

If the new imperialism was characterized by the export of 
capital, it was only logical for someone to point out that indus- 
trial capital was being superseded in power by financial capital. 
Kautsky, however, never formally gave up talking in terms of 
the old industrial capitalism, although he did think it necessary 
to refer to it as “highly developed,” in a definition of imperialism 
which he gave in 1915, when he said: “Imperialism is the product 
of a highly developed industrial capitalism. It consists in the 
tendency of every industrial capitalist nation to subject and annex 
ever larger agragrian regions, without regard to what nations in- 
habit them.” 

The chief cause of the qualification regarding “highly devel- 
oped” industrial capitalism was the already well-known theory, 
to be considered presently, that imperialism is the policy not of 
industrial but of financial capitalism. But Kautsky not only de- 
clared, under the force of criticism from those who were swinging 
to the new view, that “highly developed” industrial capitalism 
means financial capitalism ;" he even pointed out that according 


tiles, and the export of consumption goods; the second representing the age of im- 
perialism, protection, iron and steel, and the export of producers’ goods. Cobden 
and Bright were apostles of the first era; Joseph Chamberlain and Cecil Rhodes, of 
the second. See, for example, Maurice Dobb, Capitalist Enterprise and Social 
Progress (1925), pp. 344-47; and Louis Boudin, Socialism and War (1916). 

% “Ter Imperialismus,”” Neue Zeit, XXXII, No. 2 (1914), 909 (italics Kautsky’s). 
Quoted by Lenin, op. cit., p. 74. The same definition appeared a year later in a 
brochure by Kautsky, Nationalstaat, Imperialistischer Siaat und Staatenbund (1915), 
p. 15. 

In his famous Erfurter Program published in 1892 (translated by William E. 
Bohn, 1910, as The Class Struggle), Kautsky stated the orthodox doctrine of indus- 
trial capital as follows: ‘There are three sorts of capital: merchants’ capital, inter- 
est bearing capital, and industrial capital. The last of these is the youngest; perhaps 
it is not as many hundred years old as the other two are thousands. But the young- 
est of these brothers has grown faster, much faster, than either of his seniors; he has 
become a giant who has enslaved and forced them into his servitude” (translation, 
pp. 43-44). In his definition of imperialism, therefore, this all-conquering industrial 
capital plays the leading part. But in the rival socialist theory of imperialism, which 
we shall discuss presently, “interest bearing capital” has again assumed the domi- 
nant réle which it had once exercised over industrial capital. 

™ Neue Zeit, XXXIII, No. 2, 111. 
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to the new theory bank capital is in reality transformed into in- 
dustrial capital.* Thus, by a resort to dialectics, Kautsky satis- 
fied himself that his own views were not only older than, but 
equally as sound as, the new; but in so doing, he simply demon- 
strated that the attempt to distinguish between industrial and 
financial capital resolves itself into a mere matter of words. 

A more important question than the one just noted, as far as 
the theory of imperialism is concerned, revolves about the con- 
cept of the regions which are in the process of being subjected to 
capitalist powers. Is the phrase “‘agrarian regions’ to be under- 
stood as referring to the exploitation of backward regions in an 
agricultural sense only, or does it mean an exploitation as broad 
as capitalist activity itself? In short, is imperialism merely an 
extensive process, or both extensive and intensive? On these 
questions Kautsky wavered, as he had on the meaning of indus- 
trial capitalism, and again resorted to dialectics to square himself 
with his critics. His definition plainly implies that by “agrarian” 
he meant undeveloped regions about to become “imperialized” 
by capitalist powers. Lenin thus interpreted Kautsky’s defini- 
tion, calling it one-sided and incomplete because imperialism 
means reaction in general, applying to the relations between in- 
dustrial powers as well as between industrial countries and non- 
industrial.“ In response to the criticism that his definition was 
too narrow because, by emphasizing agrarian regions, it excluded 
the scramble for railway, mining, and other valuable concessions 
and omitted all reference to the dominating influence of the great 
banks and monopolies, Kautsky insisted that he never meant to 
imply that agrarian regions were exploited solely in an agricultural 
way. Nevertheless, he steadfastly refused to make imperialism 
cover all the phenomena of capitalism—cartels, trusts, protection- 
ism, and financial control—because he believed that such broad 
usage rendered the term indefinite and useless. It only identified 

" Ibid., p. 110. In “Aeltere und neuere Kolonialpolitik,” Joc. cit., p. 812, Kautsky 


had mentioned the mediating réle of high finance in the new colonial process, but he 
had no thought of putting it above industrial capital. 


3 Op. cit., p. 74. See also Pavlovitch, op. cit., pp. 46, 73, 94. 
™“ “Der Imperialismus,” Neue Zeit, XX XIII, No. 2 (1915), 232. 
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imperialism with capitalism; and, since capitalism also depends 
upon such institutions as tariffs and monopolies for its continued 
existence, it merely led to the tautological nonsense that capital- 
ism cannot exist without capitalism." 

Rosa Luxemburg” was the most ardent defender of the thesis 
that the essence of imperial expansion consists in the penetration 
of capitalism into purely agrarian or non-capitalist regions for the 
primary purpose of disposing of its surplus products and thus 
reaping the “surplus value” by which alone it can continue to 
exist. In her study on the accumulation of capital, first published 
in 1912, she undertook to correct Marx in such a way as to account 
for modern capitalist imperialism.’ She believed in a purely terri- 
torial or extensive view of capitalist expansion, in which emphasis 
is put on the acquisition of “agrarian” regions, as in Kautsky’s 
definition. She accepted Marx’s doctrine that “the expansion of 
foreign trade, which is the basis of the capitalist mode of produc- 
tion in its stages of infancy, has become its own product in the 
further progress of capitalist development through its innate 
necessities, through its need of an ever-expanding market.’ 

And yet, on the other hand, it was necessary to reconcile this 
with Marx’s belief that the expanding days of capitalism were 
over and that the final or monopoly stage had already been 
reached. As Rosa Luxemburg observed, capitalism had obvi- 
ously not reached this stage, for imperial expansion was taking 
place on every hand. She declared, therefore, that Marx never 

1S Ibid., p. 908. 

** Though more radical on most questions tk: Kautsky, Rosa Luxemburg was 
nevertheless closely associated with him and shared his general views respecting 


imperialism. The story of their association may be found in Luise Kautsky’s Rosa 
Luxemburg, Letters to Karl and Luise Kautsky from 1896 to 1918 (New York, 1925). 

17 Die Akkumulation des Kapitals, ein Beitrag sur ékonomischen Erklarung des 
Imperialismus (1922; first published in 1912). An abridged edition has recently 
appeared in French, edited by Lucien Laurat, under the title L’accumulation du 
capital d’aprés Rosa Luxemburg, suivi d’un apercu sur la discussion du probléme 
depuis la mort de Rosa Luxemburg (Paris, 1930). This edition is more usable than 
the original because of the editor’s comments and the addition of a chapter on the 
views of the author’s critics expressed after her death. For these reasons I shall 
refer to the French edition. 


Capital (Unterman’s translation, Chicago, 1909), III, 278. See, also, p. 287. 
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meant that his “fiction” of a world already completely under the 
sway of capitalism should be taken ljterally.” Furthermore, she 
contended that the only permissible interpretation of an “ever 
expanding”’ market was one into which capitalism was, for the 
first time, penetrating. Thus she concluded that the existence of 
non-capitalist milieus is absolutely necessary for the continuation 
of capitalism, because it is from such regions that capitalism must 
draw the surplus value on which it continues to thrive. She re- 
jected the view that capitalism is capable of creating its own 
market within its own framework. A society composed exclusively 
of capitalists and laborers can create no adequate market for the 
commodities produced.” That is, under capitalism there is gener- 
al and chronic overproduction ; and, when capitalism finally reaches 
the stage where labor can receive the whole product of industry, 
it will no longer be capitalism, but socialism. 

Being persuaded that the chronic overproduction of capitalism 
can find no outlet except in regions exterior to itself, Rosa Luxem- 
burg was led to her theory of imperialism, the external manifesta- 
tions of which are militarism, high protection, the preponderant 
réle of banks and monopolies in world-politics, while fundamen- 


tally it consists of the struggle of capitalist countries for colonies 
and spheres of influence. But as capitalism expands outwardly in 


1%” She spent much energy in trying to reformulate Marx’s arithmetical ‘schema,’ 
by which he undertook to demonstrate the laws of surplus value, so that they would 
fit the facts of experience. Taken literally, Marx’s formula had simply shown that 
capitalist production itself realizes total surplus value and again uses it further to 
increase production. This implied a self-contained or “pure” capitalist society, but 
Rosa Luxemburg contended that neither the capitalists nor the workers can realize 
surplus value produced in this way (0. cit., p. 53). But since production does take 
place, it is necessary to explain for whom it takes place, since it cannot be assumed 
that capitalists would keep on enlarging production simply for the sake of enlarging 
it (op. cit., pp. 77, 88-89). The answer is found in the fact that throughout history 
capitalist society has been dependent upon non-capitalist regions in order to con- 
tinue the exploitation which is necessary for its continued existence; and when 
capitalist accumulation becomes a world-wide phenomenon, it has reached its final 
or imperialistic stage (op. cit., pp. 94-110, passim; and 110 ff.). 

The fundamental occasion of all such attempts to “correct” Marx is the notorious 
fact, pointed out by Béhm-Bawerk in Karl Marx and the Close of His System, that 
in Volume III of Capital Marx had abandoned his pure labor-cost theory of value, 
laid down in rigid hypothesis in Volume I. 


» Op. cit., pp. ix, 153, 158. 
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this way, it finally destroys the basis of capitalist accumulation 
by converting non-capitalist regions into capitalist. Thus, im- 
perialism is at once a method of prolonging the days of capitalism 
and of finally ending its sway.” Rosa Luxemburg regarded im- 
perialism, therefore, as the political expression of the process of 
capitalist accumulation and overproduction manifesting itself 
through the competition of capitalist states for a division of the 
remaining free non-capitalist territories of the world, and as the 
last stage in the historic development of capitalism.” Her chief 
concern was to expose the argument that capitalism can go on 
indefinitely expanding in isolation without the necessity of finding 
access to non-capitalist regions, from which point of view colo- 
nies are obviously not necessary and imperialism cannot be ex- 
plained, as it rightly should be from the Marxian viewpoint, by 
reference to any innate necessity in capitalism. If Marx is liter- 
ally and rigidly interpreted, capitalism never does anything by 
choice but is itself controlled by inexorable dialectic laws. 

It was Otto Bauer who most strongly defended the opposite 
theory, that capitalism can expand indefinitely in isolation and 
that colonies are not absolutely but only relatively necessary.** He 


denied the thesis that non-capitalist regions are necessary for the 
continued existence of capitalism. Capitalism will employ both 
the extensive and intensive methods of expansion. But capitalism 
exploits the extensive regions as a matter of choice and not as a 
matter of necessity; from which it follows that colonial expansion, 
or imperialism, becomes merely a policy and not an inescapable 
stage through which capitalism must go. 


* Op. cit., pp. 111, 120, 121. 

» Ibid., pp. 120, 158-59. 

3 See Neue Zeit., XXXI, No. 1, (1913), 873-74. Hashagen, “Marxismus und 
Imperialismus,” Jahkrbiicher fiir Nationalékonomie und Statistik, CXIII (1919), 196, 
has a good discussion of Bauer’s treatment of this problem. See also Rosa Luxem- 
burg, op. cit., Part II, chap. iii, especially pp. 153 ff., for her criticism of Bauer. 

Bauer’s chief contribution appeared as Die Nationalitatenfrage und die Sosial- 
demokratie (Marx-Studien, 1907; 2d ed., 1924). 

Michel Tugan-Baranowsky is credited with having popularized the theory that 
capitalism supplies its own market for surplus value (Luxemburg, of. cit., pp. x, 
144). See his Les crises industrielles en Angleterre (Paris, 1913), p. v. This study 
first appeared in Russian (1894), then in German (1901). 
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The highest point in the development of neo-Marxian thought 
on imperialism is undoubtedly found in Rudolf Hilferding’s 
Finanskapital.™ Hilferding claimed to build on Marx; and his pur- 
pose was to introduce new factors which Marx could not foresee, 
and to which no one had yet given sufficient consideration—car- 
tels, trusts, protective tariffs, and particularly the réle of the great 
banks.*S Other neo-Marxians had already made contributions on 
the relation of financial capitalism to imperialism. Kautsky’s 
early part in the discussion has already been noted. Heinrich 
Cunow, even more emphatically than Kautsky, laid claim to hav- 
ing been the first to point out that it is financial capitalism which 
today stands as the dominant element uniting capitalism and im- 
perialism.”* 

The term “financial capital,” though borrowed from Marx, was 
given a new importance, if not a new meaning, by Hilferding. 
Marx saw that capital used in commerce and industry was “pro- 
ductive”; but he believed that other capital used in conjunction 
with it, which he called “financial capital,” was not productive 
but merely aided in the circulation process, as a specialized ad- 
junct of the marketing function.” “The purely technical move- 
ments performed by money in the process of circulation of indus- 
trial capital, and, as we may now add, of commercial . . . . con- 
vert a capital into financial capital.’”’* The significant thing, how- 
ever, was the fact that this money capital was advanced, not by 
the merchants, or industrialists themselves, but by the banks; 

4 Finanskapital, eine Studie iiber die jiingste Entwicklung des Kapitalismus, ap- 
peared in 1910 as the third of the series in ““Marx-Studien.” 

*s Joseph Schumpeter, “Zur Soziologie der Imperialismen,”’ Archiv fiir Sosial- 
wissenschaft und Sosialpolitik, XLVI, No. 1 (1919), 295-97, gives Hilferding much 
credit for working out this problem, particularly for describing the new functions 
of protective tariffs in their relations to cartels and trusts. 

* Cunow made the claim in 1915 (Neue Zeit, XX XIII, No. 2, 34), when he drew 
attention to his article, “Handelsvertrag und imperialistische Expansionspolitik,” 
which appeared in Neue Zeit, XVIII, No. 2 (1900). Cunow, who is often referred to 
as a “socialist-imperialist” because of his defense of a socialist colonial policy, 
accepted imperialism as a necessary step in capitalist evolution, or, as Bukharin re- 
marks (Imperialism and World Economy [1929], pp. 131-32), because “history is 
always right.” 

7 Capital, ITI, 318, 340. * Ibid., pp. 371-72. % Ibid., p. 373- 
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and it is the banks also which constitute the source of Hilferding’s 
financial capital. He writes, 

An ever-increasing part of industrial capital does not belong to the 
industrialists who use it. They get the disposition of it only through 
the banks, which represent the owners of iit. On the other hand, the 
bank must invest an ever-increasing part of its capital in industry. 
Thus the bank becomes, to an ever greater extent, an industrial capital- 
ist. This bank capital, or capital in the form of money, which in this way 
has in reality been transformed into industrial capital, I shall call finance 
capital..... An ever larger part of capital used in industry is finance 
capital—capital disposed of by the banks and used by the industrial- 
ists. 

Despite the fact that to both Marx and Hilferding financial 
capital originates in the banks, it obviously performs a very differ- 

-ent function today from what it did in the time at which Marx 
wrote, owing to the fact that banks themselves have become vast- 
:ly different institutions, having climbed, as the new theory recog- 
nizes, from their lowly position as mere adjuncts to production to 
the very apex of the capitalist pyramid. And financial capital, as 
Hilferding defines it, does not merely facilitate the circulation 
process, but is advanced to industrial capitalists who use it by 
transforming it into industrial capital. As Bukharin remarks, 
financial capital is not to be confused with money capital, for 
financial capital “is characterized by being simultaneously banking 
and industrial capital. ... . ”s Not only is this new synthesis 
regarded as the dominant force in capitalism today, but it is seen 
as the connecting link between capitalism and imperialism. 


» Ibid., p. 283 (italics Hilferding’s). 

# Op. cit., p. 114. On the other hand, those who, with Rosa Luxemburg, place 
all the emphasis on overproduction hold that one should look back of this “mystical” 
thing called financial capital and the surface phenomena found in the “circulation 
process” to the fundamental contradictions of capitalism found in the disharmony 
between the productive capacity of capitalism and the absorbing power of the 
market. They hold that Hilferding and Lenin are simply being misled by the 
simultaneous appearance of monopolies and imperialism, which, if related at all, 
are not related as cause and effect but are both symptoms of overproduction. 
“Primus,” L’impérialisme et la décadence capitaliste (1928), pp. 16-17, 31-32, 41. 

3 Being of the younger generation of Marxists, Hilferding was more inclined to 
look to Continental experience to substantiate his thesis than were the older social- 
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Hilferding went far beyond any previous Marxist in the thor- 
oughness with which he investigated this relation. At home, he 
pointed out, financial capital seeks domination by organizing in- 
dustries into monopolies—cartels and trusts—and at the same 
time seeks to secure exclusive control of the domestic market by 
means of protective tariffs. Quite in contrast with industrial 
capital and the ideals of economic liberalism, “financial capital 
does not want freedom, but domination.” Nor is it satisfied with 
domination of the home market alone, but desires as large a terri- 
tory or “economic sphere” as possible in which foreign competi- 
tion may be excluded by tariff walls. It thus defies and overrides 
political boundaries. This means, of course, that colonies are 
sought as outlets for the export of financial capital, and not merely 
for the export of consumption goods, as in the old “peaceful” era 
when industrial capital and its corollary, economic liberalism, pre- 
dominated. Free-trade England is no longer regarded as the typi- 
cal modern capitalist country, but Germany and the United 
States, where protectionism flourishes and the banks dominate 
industry. Contrasted with the earlier period when economic pur- 
poses could be attained by economic means, financial capital is 
helpless without political and military reinforcement. If the state 


ists, like Marx and Kautsky, who usually had English political and economic experi- 
ence in mind. And the fact that banking consolidation and high finance, particu- 
larly in Germany, reached a degree of power over industry on the Continent never 
dreamed of in Great Britain partly accounts for the difference in emphasis found in 
Kautsky and Hilferding, the one stressing industrial, the other financial, forces. 
Alfred Marshall’s Industry and Trade (1919), pp. 566 ff., has a well-considered dis- 
cussion of this difference between English and German banking experience. 


33 Hilferding, op. cit., p. 426. 

4 Ibid., pp. 282-83. “Primus” (op. cit., p. 20), though a socialist, flatly denies 
that there is any significant difference as far as imperialism is concerned between 
the export of capital and the export of goods. In his view both are but forms of the 
export of commodities; and the export of capital, far from being a new factor, was 
carried on throughout the nineteenth century and on a much larger scale than the 
exponents of the new theory of imperialism seem to realize. It is fairly certain, he 
says, that Marx made no distinction between the export of goods and the export of 
capital, but regarded the latter as only a phase of the former, because capitalists 
have a choice of investing their capital surpluses at home to create surpluses or of 
sending them abroad for the same purpose. It all depends on which field offers the 
more profits, for the capitalist cares for nothing else. Cf. Capital, II, 277-81. 
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is willing to serve the purposes of capitalism by erecting tariff 
barriers, it can certainly be induced, since capitalist interests 
control politics, to extend the principle to outlying territories 
which may be brought under its political control. Not only this, 
but the state may be driven into adopting an aggressive policy in 
securing new territories. Thus, says Hilferding, “capital export 
works for an imperialistic policy.” 

The whole causal relationship is one in which the great banks, 
protective tariffs, cartels, trusts, capital export, state authority, 
and militarism are regarded as forming an invincible fortress of 
capitalism. Capitalism, which to Marx was about to break down 
of its own inner necessity, has on the contrary secured, by its own 
efforts, a new lease on life. The “monopoly stage” of capitalism, 
which to Marx seemed so simple in conception, and so powerless 
to resist the social revolution, has become the Leviathan known as 
imperialism. But, true to the principles of Marx, this new mon- 
ster of capitalist development still has within it the seeds of its 
own destruction. Peaceful Manchesterism and economic inter- 
nationalism have given way to a mighty array of national powers, 
all more or less governed by the same ambitions, all prepared to 
carry out their designs by force. Imperialism, which is capitalist 
rivalry at its highest pitch of perfection, presages nothing less 
than war and the mutual destruction of capitalist powers. Thus, 
the old Marxian dogma that capitalism from inner necessity 
weaves its own winding-sheet is reinforced with this new formula, 
which differs from the old only in making rival capitalist systems 
the basis of their own self-destruction. 

To Hilferding imperialism is a policy of capitalism and not a 
stage of capitalism itself. Kautsky also held this view, but he 
differed with Hilferding in regarding imperialism as a policy of 
industrial (albeit a “highly developed”) capitalism rather than 
of financial capitalism. From the policy viewpoint, regardless of 
how it expresses itself, capitalism conceivably possesses the power 
to turn competitive imperialism into a co-operative economic 
internationalism. Kautsky, indeed, came to the conclusion during 
the war that imperialism is not inevitable or unalterable under 


3s Hilferding, op. cit., p. 406. 
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capitalism but may yet attain a still higher synthesis, an “ultra-” 
or “super-imperialism,” under which a peaceful policy may be 
adopted as in the days of Manchesterism, as the best means of 
eliminating the wastes of competitive warfare and of insuring un- 
interrupted profits.* Hilferding likewise thought such an eventu- 
ality possible economically but not politically, because of antag- 
onistic interests between the powers.’ 

Turning to the radical communist representatives of Marxian 
thought, we find very little originality, but a vast amount of 
polemical criticism of the theories of imperialism held by Kautsky, 
Hilferding, and all center and right-wing socialists. The outstand- 
ing example of this sort of criticism is found in Lenin’s Imperial- 
ism.“ Embittered and disillusioned, particularly by the failure of 
Kautsky, so long regarded as Marx’s direct successor, to go the 
whole way with violent revolution, Lenin makes him the scape- 
goat for all revisionist “renegades” from true Marxism. 

Lenin and the communists generally are hostile to the notion 
that capitalism is capable of adopting a peaceful policy, even 
temporarily. The fact that capitalism once went through a peace- 
ful stage is regarded as a mere episode in its development.” Lenin 
identifies imperialism with the monopoly stage of capitalism and 
scornfully rejects the view that it is a mere external policy. He 
looks upon imperialism as “a tendency to violence and reaction 
in general,” and he brands any suggestion that it is otherwise as 
the talk of bourgeois reformers and socialist opportunists which 
glosses over the “‘deepest internal contradictions of imperialism.”” 
Granting, says Lenin, that capitalist nations should combine into 

3% Neue Zeit, XXXII, No. 2 (1915), 144. Kautsky maintained, however, that for 
socialists this is no solution, but must be as energetically opposed as imperialism 
itself, because international cartels and banks, through which such a condition 
might be brought about, would only increase the power of capital to exploit labor 
(ibid., pp. 919-20). 

37 Op. cit., p. 295. 

38 Of which Harold J. Laski says: “When Marx wrote his indictment, the poten- 
tialities of capitalism were only partly apparent. Today, we see in imperialism and 
war its necessary outcome. Lenin, in his Jmperialism, has completed the outline of 
its history” (Communism [1927], p. 161). 

%” Rosa Luxemburg (0. cit., p. 121) took this view. 

#” Op. cit., pp. 73-74. # Ibid., pp. 101, 102. 
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such an “ultra-imperialism” or world-alliance as that visualized 
by Kautsky and others, it could be no more than temporary, for 
peaceful alliances prepare the ground for wars. 

Lenin’s definition of imperialism, although he rejects the “‘op- 
portunist” tendencies of Hilferding, is greatly influenced by the 
latter’s views. Lenin says: 

Imperialism is capitalism in that phase of its development in which 
the domination of monopolies and finance-capital has established it- 
self; in which the export of capital has acquired very great importance; 
in which the division of the world among the big international trusts 
has begun; in which the partition of all the territories of the earth 
amongst the great capitalist powers has been completed.# 


Lenin regards the export of capital as inevitable under capital- 
ism.“ “In the old type of capitalism, that of free competition,”’ \ 
he says, “‘the export of goods was the most typical feature. In the 
modern kind, the capitalism of monopolies, the export of capital 
becomes the typical feature.’ Banks play the leading réle in this 
process; and Lenin, like Hilferding, emphasizes that this réle is a 
new one and quite different from what it was in the days when 
banks were “modest go-betweens.” Then, he implies, capitalism 


was merely capitalism, but in the monopoly stage it is better 
described as “capitalist imperialism.” 

Lenin’s definition and analysis of imperialism in turn incited 
criticism, particularly from within the communist group itself. 


# Ibid., p.99. Kautsky and Hilferding would insist also that such alliances would 
only be temporary, but Lenin implies that they are absolutely unthinkable to begin 
with, and exist only by hypothesis. See also Bukharin, op. cit., p. 133. 


“ Op. cit., p. 72. Lenin's emphasis on the réle of trusts and monopolies, an em- 
phasis also found in Hilferding, was entirely lacking in Rosa Luxemburg’s theory. 
She refused to treat cartels and trusts as causes of imperialism because she re- 
garded them simply as symptomatic of general overproduction; and she reinforced 
this view by pointing out that the oldest imperialist country, England, had scarcely 
entered upon the monopoly stage thirty years after the beginning of the imperialist 
phase (op. cit., pp. ix, x, 128). Kautsky also neglected the monopoly element. 

* But his theory is not identical with that of Rosa Luxemburg, who held the 
same view, inasmuch as the latter refused to identify imperialism with capitalism. 
Lenin, on the other hand, insists upon identifying them, and refuses to accept the 
notion that imperialism is a mere synonym for colonialism (0. cit., pp. 65, 73-74). 


4 Ibid., p. 47 (italics Lenin’s). # Ibid., p. 19. 
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Some see in his treatment only a “vulgarization” of Hilferding, 
with its emphasis on monopolies as a dominating factor, and re- 
gard the theories of both as quite inferior to Rosa Luxemburg’s 
theory, in which monopolies are clearly seen to be merely symp- 
toms of that underlying cause of imperialism—overproduction.“ 
Pavlovitch, on the other hand, criticizes only the breadth of 
Lenin’s definition and insists that it is not monopoly in general 
but monopoly in the iron and steel industries which constitutes 
the heart of the problem of imperialism.* 

Thus the followers of Marx are hopelessly divided. They can- 
not agree in identifying imperialism with either colonialism or 
with capitalism; nor can they agree as to whether imperialism is 
a policy dr a stage of capitalism (which is another way of stating 
the preceding question) or as to whether it is industrial capital or 
financial capital which predominates as the motivating force. 
And to some, it may be neither of these movements, but some- 
thing much more fundamental, like chronic overproduction, 
which is sufficient to explain imperialism. Cartels, trusts, tariffs, 
banks, financiers, industrialists, general monopoly, monopoly in 
the metallurgical industries—all are economic factors; but, to 
those imbued with the determination to find a single formula 
which will explain everything, these factors are all, save the one 
on which they rivet attention, but epiphenomena to a “first 


” 


cause. 


Ill. THE LIBERAL-HOBSONIAN THEORY OF ECONOMIC 
IMPERIALISM 


The individual most often mentioned by socialists and non- 
socialists alike as chiefly responsible for the theory of “economic 
imperialism,” as opposed to the more inclusive Marxian type of 
theory, is John A. Hobson.” His attitude toward capitalism and 


47 Opinion of Laurat, in the Preface to Rosa Luxemburg, op. cit., p. ix. 

# Op. cit., pp. 120-21. 

# Lenin (0p. cit., pp. 3, 93) insists that Hobson anticipated Kautsky and Hilfer- 
ding and socialist theoreticians generally in his theory of imperialism, but his praise 
of Hobson is more for the purpose of belittling the socialist “‘renegades” for having 
allowed themselves to be anticipated by an outsider, a “pacifist and free trader.” 

The history of the anti-imperialist movement in England is most instructive as 
a background for the attempt to prove the fallaciousness of imperialism on economic 
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imperialism is so much a personal one that it might better be 
called Hobsonian than liberal. But because it professes to be in 
accord with the principles of economic liberalism rather than 
with those of socialism, and is so regarded by the Marxists, and, 
because it has the support of a large number of professed liberals, 
we are justified in calling it liberal. 

This approach begins with an attack upon imperialism rather 
than upon the economic system itself, and then proceeds to an 
arraignment of capitalism as the chief source of the evils found in 
imperialism. Whereas capitalism itself is the primary object of 
attack with Marxian socialists and is condemned in foto, it is 
secondary to imperialism in the eyes of Hobson and his followers 


grounds. For an excellent discussion see R. L. Schuyler, ““The Rise of Anti-Imperial- 
ism in England,” Political Science Quarterly, XXXVII, 450 ff., and ‘“‘The Climax of 
Anti-Imperialism in England,” Political Science Quarterly, XXXVI, 537-60. The 
controversy over imperialism herein related led many writers to attempt a restate- 
ment of the relationship between Great Britain and her colonies; and of such at- 
tempts that of J. R. Seeley stands foremost, as set forth in his The Expansion of 
England (London, 1883), particularly Lectures IV and VIII. 

Many writers were concerned during the last half of the nineteenth century with 
the relation between commercial expansion and war. Seeley (oP. cit., p. 98) regarded 
colonial competition as the cause of the struggles of the seventeenth and eighteenth 
centuries. Buckle in 1857 believed wars were doomed by the growth of commerce 
and industry (History of Civilisation in England [1857, new impression 1903], I, 193, 
198, 209); and he found substantiation for this belief in J. S. Mill (Principles of Po- 
litical Economy, {1848}, II, 221). Lecky also shared these views in 1865 (History of 
the Rise and Influence of the Spirit of Rationalism in Europe, pp. 353 ff); but thirty 
years later in his Democracy and Liberty (pp. 307-8) he gave expression to ideas 
with a strong Marxian ring, when he said that the system of enormous manufactur- 
ing production and stringent tariff barriers made it necessary for a great manufac- 
turing state to secure for itself a sufficient market by incorporating new territories 
in its dominions; and he regarded the trading and commercial spirit as the chief 
impulse toward territorial aggrandizement. 

Arthur Salz in a recent article, “Die Zukunft des Imperialismus,” W eltwirtschaft- 
liches Archiv, XXXII (1930), 317-48, emphasizes the early contributions of Buckle 
and Lecky to the statement of the problem of economics and war. 

%® We are unfortunate in not having a better positive expression for ‘‘non-social- 
ist” than liberal. It is not true, of course, that all non-socialists believe in the princi- 
ples of economic liberalism, but it is very nearly true. Liberalism, both as an eco- 
nomic attitude and as a political article of faith, is somewhere between laissez faire 
and socialism. It differs from the latter in that it believes in private initiative and 
desires to use the power of the state in order to create conditions under which in- 
dividualism can work freely and yet without injustice. 
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and is condemned in part only. They are satisfied with trying to 
remove the roots of imperialism without destroying the entire 
capitalist system. It is also typical of this point of view that im- 
perialism is regarded as having other and non-economic roots 
which, nevertheless, are mere feeders to the more important 
economic taproot. 

Both the Marxian and the liberal schools of thought believe 
imperialism to spring from the surplus of goods and capital pro- 
duced by our present industrial society. In other words, given the 
surplus, the two explanations of what follows are almost identical. 
From both points of view the surplus is based on the exploitation 
of the weaker social classes by the stronger, and imperialism is 
interpreted as being but an extension of this exploitation. Even 
the mechanism by which the surplus expands and contracts, 
familiarly known as the business cycle, presents the same out- 
ward appearance from both angles; but here the similarity ends. 
Marx emphatically rejected the underconsumption theory of cy- 
cles and crises because it implied that the fault was with the con- 
sumers and not with the capitalist mode of production itself ;* 
and by the same token imperialism, if it is to be explained as an 
incident of the business cycle or crises, also becomes the direct 
product of the capitalist mode of production. Hobson’s explana- 
tion of the business cycle with its accompanying crises is also a 
theory of exploitation; but, whereas to Marx the surplus value 
which gives rise to overproduction and crises issues as the exclu- 
sive product of labor, to Hobson it arises not from one class of 
bargains but from every class of bargains where there is superior 
bargaining power on one side.” True surplus value, Hobson 

s* Capital, II, 475-76. Marx had in mind the underconsumption theory of Rod- 
bertus, which the latter is supposed to have borrowed from Sismondi. Sismondi ob- 
served that, as labor becomes separated from the ownership of the means of produc- 
tion, incomes are bound to become unequally distributed. The wealthy augment 
their own incomes at will because they control the means of production; but, their 
powers of consumption being limited, they turn resources to the production of lux- 
uries. But as this leads to the slighting of industries which produce necessities, 
laborers are not only dismissed but are forced to curtail their consumption still fur- 
ther, thus leading to general underconsumption and crises. As a way out, the 
capitalist producers then have no alternative to seeking foreign markets. (See Gide 
and Rist, History of Economic Doctrines, pp. 190-91.) 

8? The Economics of Distribution (1900), pp. 353-54. 
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holds, is derived “not from some vague, unintelligible idea of 
tyranny, but from the various hindrances to perfect equality of 
bargaining-power, in the owners of the various factors of produc- 
tion, and the consequent establishment of different forms and 
pressures of economic force.’’? Under the capitalist system of 
production, says Hobson, people of wealth save too much during 
periods of prosperity; and, because they reinvest their savings in 
industry, it leads to a glut of consumers’ goods on the market for 
which there is no equivalent purchasing power. This initiates a 
period of business depression during which large incomes are re- 
duced until oversaving is checked, allowing consumption to catch 
up with production, thus bringing the crisis to an end, which con- 
dition, Hobson, holds, in turn starts a new period of prosperity.™ 

Given his theory of the business cycle, Hobson could say: 
“Everywhere appear excessive powers of production, excessive 
capital in search of investment... . . It is this economic condi- 
tion of affairs that forms the taproot of Imperialism.’’’ The 
remedy for imperialism, on the other hand, is the converse of the 
cause. By using the oversavings of unearned or excessive elements 
of income in such a way as to raise the “wholesome standard of 
public and private consumption,” says Hobson, there would be 
“no excess of goods or capital clamorous to use Imperialism in 
order to find markets: foreign trade would indeed exist, but there 
would be no difficulty in exchanging a small surplus of our manu- 

8 Ibid., p. 360. More concretely, the oversavings “consist of rents, monopoly 


profits, and other unearned or excessive elements of income, which, not being earned 
by labour of head or hand, have no legitimate raison d’éire” (Imperialism: A Study 
[1902], pp. 75-76). 

4 The Economics of Distribution, pp. 351-53; and The Industrial System (1909), 
pp. 52-53, and chapter iii, passim. 

5S Imperialism, op. cit., p. 71. Hobson seems never to have pushed his theory to 
the logically possible extent of correlating imperialist activity with the rise and fall 
of the business cycle. A more recent writer on imperialism, Achille Viallate, does 
not hesitate, however, to make such a correlation. Speaking of the expansion ac- 
tivities of the United States around 1900, he says that the “‘sentiments of economic 
imperialism . . . . were fostered for a while by a period of continuous prosperity”; 
but peeaperity came to an end with the crisis of 1907, and the United States oused 
exporting capital, for she ‘‘was not yet ripe for a policy of economic imperialism” 
(Economic Imperialism and International Relations during the Last Fifty Years 
[published by the Institute of Politics, Williamstown, Massachusetts, 1923], pp. 


37-38, 63). 
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factures for the food and raw materials we annually absorbed, and 
all the savings that we made could find employment, if we chose, 
in home industries.’ There would thus be no need to open up 
new markets, since the home market is capable of indefinite ex- 
pansion by the simple process of paying higher wages to the 
workers, and by eliminating the rents, monopoly profits, and 
other unearned or excessive elements of income which make up 
the oversavings.*’ 

Hobson sees the whole issue in the analogy of extensive versus 
intensive farming. A “rude and ignorant farmer,” he says, will 
use land prodigally when it is plentiful and cheap, spreading his 
capital and labor over a large area; but a “skilled, scientific farm- 
er” will concentrate on a small parcel of land, using his knowledge 
to get the most possible out of it. Applying this moral to world- 
economy, he says: “Everywhere the issue of quantitative versus 
qualitative growth comes up. This is the entire issue of empire.”’* 

Hobson’s analogy, like most analogies between the interests of 
individuals and the interests of groups, such as the mercantilist 
argument that nations, like individuals, become wealthy by ac- 
quiring money, is fallacious. In the first place, farmers act in their 
best interests by using land freely when it is plentiful as compared 
to the other factors, and by using it more sparingly when the 
other factors—labor and capital—increase and become relatively 
“plentiful and cheap.”” And secondly, the combination of factors 
tends to follow this same elementary economic law when their 
organization is an international matter, and the failure of the law 
to operate is not to be found in economic impediments, but in 
hindrances of a political and non-economic nature. Hobson’s “en- 


8 Hobson, Imperialism, p. 72. This, it will be noted, was the view set forth by 
Bauer and opposed by Rosa Luxemburg, Lenin, and others who were intent upon 
proving an ineradicable bond to exist between capitalism and imperialism. Curious- 
ly enough, many British “imperialists” held such a bond to exist; and Hobson was 
interested in disposing of the “fallacy of the supposed inevitability of imperial ex- 
pansion as a necessary outlet for progressive industry ” He believed he had 
shown that it is not industrial progress which demands the opening up of new 
markets, but mal-distribution of consuming power which prevents the absorption of 
commodities and capital within the country (ibid., pp. 75-76). 

57 Ibid., pp. 76, 78. 

% Tbid., p. 81. 
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tire issue of empire” is therefore based on so patent a fallacy that 
it should throw suspicion on his entire analysis. 

Equally fallacious is Hobson’s view that a nation gains by par- 
ing its exports down to a “small surplus.” Obviously this must 
mean doing the same for imports; and thus are repudiated all the 
implications of comparative advantage arising out of industrial 
and territorial specialization. “Intensive cultivation” of the home 
market to the exclusion of others, whether it be done by discour- 
aging imports, as the mercantilists would have it, or by discour- 
aging exports, as Hobson would have it, implies that there is no 
mutuality of gain when foreign goods are imported in exchange 
for domestic exports. 

This is not to say that forces may never exist which divert 
international trade to wrong ends. Empire-building or state- 
building, imperialism or nationalism, may well be such forces. 
The question is whether there exists between these forces and 
international trade any such causal relation as the socialists and 
Hobson assume. Refusal to give any consideration whatever to 
the possibility that imperialism and capitalism may be merely 
coexisting forces—the one active, the other passive, the one an end 
in itself, the other a means—is not the only questionable feature 
of the Hobsonian and socialist treatment of the problem. Their 
method of handling the details of the assumed relation can hardly 
fail to arouse wonder at the uncritical acceptance of their reason- 
ing. 

IV. THE FORMULA OF “ECONOMIC IMPERIALISM” AND 
THE HISTORIANS 

The Hobsonian and socialist methods of explaining imperial- 
ism, accompanied by attempts to prove that it does not “pay” a 
nation to engage in empire-building—in reality two quite distinct 
problems—seem to have filled a much felt want. One may almost 
say, in fact, that a school has been built up, particularly in the 
United States, which regards these concepts and formulas of 
imperialism as the basis for a new historical approach to interna- 
tional problems. 

Professor P. T. Moon, for example, in his Imperialism and 
World Politics (1926), refers to Hobson’s Imperialism as “‘the 
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classic indictment of imperialist doctrines and practices”; and 
he seems to have unqualifiedly accepted it. Moon himself cites 
as causes of imperialism “surplus manufactures,” and particu- 
larly “surplus capital.” The latter, in fact, has replaced the 
former in importance, and is “the dominant force in twentieth- 
century imperialism.” By surplus capital Moon means “a super- 
fluity too great for profitable reinvestment at home”; and he 
adds: “That such surpluses must be created by the industrial ex- 
pansion of the last century was an inevitable result of the eco- 
nomic laws governing capitalist production.’ He presents a Hob- 
sonian type of oversaving, overinvesting explanation; and as a 
remedy for imperialism he suggests “more wages and more spend- 
ing, and less profits and less investing As it becomes more 
difficult to export surplus capital, the remedy is to spend the sur- 
plus.’ According to Moon, it is already becoming increasingly 
difficult to export capital surpluses, since backward regions are 
rapidly being industrialized to a point where they will be able to 
supply their own demand for capital. Thus imperialism tends to 
become more intense and more competitive.” 

Moon sees so many types of imperialism that it leads him to 


adopt various and sometimes contradictory and attenuated uses 
of the term. It may mean the appropriation of backward regions 
in Asia, Africa, the Balkans, and the Pacific, and the general 
domination of backward races by European nations. This may 
give way to the “substitution of the more peaceful and subtle 
methods of economic inperialism, of investment and trade, for the 
aggressive military imperialism of the old régime.” The World 


39 Op. cit., p. 475. 

© Tbid., pp. 28-30. & Tbid. 

& Thid., pp. 30-31, 535 ff. % Tbid., p. 540. 

% Tbid., p. 539. These same ideas appear in Hayes and Moon, Modern History 
(1923), where the economic is regarded as the strongest motive in imperialism (p. 
692); and many wars are traced to this source (p. 694). Likewise Professor Hayes, in 
his Essays on Nationalism (1926), asserts that modern imperialism has been largely 
made possible by the Industrial Revolution, through the creation of surplus capital, 
although nationalism, on which imperialism depends for its idealism, and militarism 
have played a leading réle (pp. 176-77, 181-82, 183). 

*s Moon, op. cit., pp. vii, 33- % Tbhid., p. 364. 
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War illustrates still another form of imperialism—the preying of 
European states on the territory of each other. This may be either 
aggressive in the military sense, or an imperialism of financial, 
economic, and military patronage such as that which character- 
izes the loans by France to members of the Little Entente, par- 
ticularly Poland. But “by all odds the most striking instances 
of the newer imperialism in post-bellum Europe”’ were those which 
concerned Soviet Russia—the scramble for concessions in that 
country, the concession-hunters relying chiefly on Russia’s crying 
need for capital, and on diplomatic pressure from their govern- 
ments. It is obviously only a step from this kind of imperialism 
to that “rarefied” sort implied in American loans to impoverished 
Europe, or in the Dawes plan.” Here the difficulties of generaliza- 
tion should become obvious when the same term is applied to the 
British occupation of Egypt, the French conquest of Morocco, 
and the American occupation of Haiti on the one hand, and to the 
international supervision of German, Hungarian, or Austrian 
finances on the other.“ As one of Moon’s reviewers points out, 
“it is certainly misleading to describe by the same word, ‘im- 
perialist,’ both the European statesman who plans cold-blood- 
edly to seize 1,000 square miles of territory in Africa and the 
university instructor who invests 1,000 dollars in a French govern- 
ment bond.’ 

A recent study by one of Moon’s students, dealing with a spe- 
cial phase of European imperialism, the “economic penetration” 
of Turkey, employs the same apparatus of ideas for handling such 
problems.” The author begins his story of European economic 
penetration into the Ottoman empire by calling the Council of the 
Ottoman Debt an outpost of European capitalism and an instru- 


% Tbid., pp. 465-66. 

8 Tbid., pp. 471-72. 

® George H. Blakeslee, American Historical Review, XXXII, No. 3 (April, 1927), 
597-99- 

” Donald C. Blaisdell, European Financial Control in the Ottoman Empire: A 
Study of the Establishment, Activities, and Significance of the Administration of the 
Ottoman Public Debt (Columbia University Press, 1929). Cf. Professor Edward 
Mead Earle’s “Study in Imperialism,” entitled Turkey, The Great Powers, and the 
Bagdad Railway (1923). 
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ment of imperialism. The closing chapter, which deals with the 
“technique of financial imperialism,” presents an analysis entirely 
in accord with what has come to be the conventional treatment of 
“capitalist expansion.”’ A reviewer of this book, this time an 
economist, takes strong exception to the use of so elusive and elas- 
tic a concept as imperialism, as if it were some mystic formula for 
solving all the riddles of the past fifty years, and declares that the 
term has become a downright nuisance.” 

Professor H. E. Barnes, writing on the same general theme of 
world-politics as Moon, presents very much the same sort of 
analysis.” He is chiefly interested, as the subtitle of his book sug- 
gests, in discussing ““The Contributions of Nationalism, Capital- 
ism, Imperialism and Militarism to Human Culture and Inter- 
national Anarchy,” and particularly how they “conspired to 
make the World War possible.’’? The revival of colonialism and 
imperialism after 1870 he associates directly with the increased 
productivity growing out of the Industrial Revolution.” Al- 
though he thinks it best to abandon old single-track dogmas and 
study the actual facts, he 


conventionally assumes that the imperialistic process is essentially the 
following: (1) Merchants and bankers recognize the opportunities for 


pecuniary gain in certain relatively backward political and economic 
areas. (2) Their penetration is followed by appeals to the foreign offices 


™ Jacob Viner, Journal of Political Economy, December, 1929. 

% World Politics in Modern Civilization (1930). 

% Ibid., p. 4. Professor Sydney B. Fay in his Origins of the World War (1928), 
apparently accepts Moon’s analysis of the causes of economic imperialism (p. 44, 
n. 73; and p. 45), and he calls railway construction and protective tariffs “forms of 
economic imperialism” (pp. 45-46). He is less certain, however, that economic im- 
perialism was an underlying cause of the war—at least it is ‘‘usually exaggerated”; 
and he especially rejects the notion that economic jealousy between England and 
Germany made war inevitable. Diplomatic correspondence before the war is chiefly 
concerned with problems of “‘prestige, boundaries, armies and navies, the Balance of 
Power, the possible shiftings in the system of Alliances . . . . ” (p. 46). Contrast 
this, for example, with Edward R. Turner’s Europe, 1789-1920 (1920), pp. 490-92, 
where imperialism is treated with equal brevity, but is regarded as not only inevitable 
but chiefly economic; and Germany’s desire to acquire more territory or colonies is 
regarded as “‘probably one of the major causes of the Great War.”” Colonial competi- 
tion and jealousy of course are not the same as economic jealousy. 


™ Barnes, op. cit., p. 104. 
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of their respective states. (3) These requests lead immediately to 
military intervention and the political administration of such areas.’ 


Despite this concatenation of events, which, “while not un- 
known, is by no means inevitable,” Barnes says that it is a mis- 
take to conceive of modern imperialism in purely economic terms. 
Nevertheless, that part of it which is economic is due to the accu- 
mulation of a large surplus of capita! “which will inevitably seek 
an outlet beyond our national boundaries.’ But neither in his 
statements as to causes nor in his statements as to remedies is 
Barnes as certain of the validity of the Hobsonian formula as is 
Moon.” Speaking of the future of imperialism, Barnes declares 
that since it seems to be the creation of capitalism and Macht- 
politik and is not likely to decline so long as these forces and prin- 
ciples remain operative—and their abatement does not appear 
imminent—it will have to be carried on primarily by economic 
rather than political means, since most of the earth’s area is al- 
ready appropriated by strong powers.” The League of Nations, 
he thinks, has failed to check the progress of “capitalistic imperial- 
ism,”’ which was so potent a cause of the World War; and the 
“same struggle for raw materials, markets, and capital investment 
goes merrily on.’ 


8 Tbid., p. 188. % Tbid., pp. 189, 190. 

7 Hobson himself seems not be as ‘“‘Hobsonian”’ on the causes and remedies of 
imperialism as he was thirty years ago. In his Am Economic Interpretation of Invest- 
ment (1911), pp. 116-17, Hobson thought imperialism was changing its character, 
particularly in South America and the Far East, where he regarded the distinctively 
political and nationalist aspect to be giving way to an economic internationalism 
exercised with a minimum of political control. In another book, Towards Inter- 
national Government (1915), pp. 127-28, 137-39, while not abandoning the notion 
that international trade and borrowings are causes of friction, Hobson has nothing 
to say about “raising the consuming power of the public,” but seems to place all his 
faith in some sort of League of Nations as a remedy for imperialism. Still more re- 
cently, however, in a book on Rationalisation and Unemployment (1930), p. 115, 
Hobson speaks of the dangers of “‘inter-imperialism,” or international capitalist 
co-operation for the exploitation of labor. 

% Barnes, op. cit., p. 287. 

% Ibid., p. 525. In a book of which Barnes was joint author (Economic History of 
Europe [1930], by Knight, Barnes, and Fliigel), “imperialism” is briefly considered 
as follows: “Where the flow of people toward the resources, and vice versa, is arti- 
ficially interfered with by political means, the process is often called ‘economic 
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In a series of case studies on imperialism under the editorial 
supervision of Professor Barnes, of which three have already been 
published, the editor sets forth the three-stage process reproduced 
above.® In addition to economic penetration of this sort, backed 
up by political protection, Barnes refers to a less overt kind which 
is “more subtle and may be more dangerous,”’ namely, that pro- 
ceeding from accumulated surpluses which inevitably seek an 
outlet beyond our national boundaries. And he believes that im- 
perialism is not likely to disappear until our “acquisitive society” 
has been replaced by one based on social service. 

Margaret A. Marsh, in her study on The Bankers in Bolivia, 
gives ample proof that she went to Bolivia looking for evidences 
of economic imperialism and found them, for the “stuff of which 
spheres of influence, protectorates, economic imperialism in short,” 
are made is on every hand.* It is an “inevitable’”’ economic rela- 
tionship. She regards governmental interference in the affairs of 
the debtor country as a “necessary feature of genuine imperial- 
ism” and leaves little doubt that in her estimation such an eventu- 
ality is likely to be brought about in due time.” In closing, she 
quotes approvingly from Hobson and Moon.® 

Professors Jenks and Knight, in their studies of American re- 
lations with Cuba and Santo Domingo, show a tendency to be 
more or less out of accord with the views set forth in the editor’s 
introduction. Jenks remarks on the naiveté of charting the course 
of the imperialistic process in a series of well-defined stages,™ al- 
though he believes that if we have wrought imperialistically at all 
it is manifest in the empire of American business, with its metro- 
politan capital at New York, for in the hopes and fears engen- 


imperialism.’ Economics is only the aim and the tool, however. Imperialism is really 
political, and is always associated with the citizenship of the people who move, the 
nationality of the capital invested, and the political frontiers crossed by the goods 
involved” (p. 745). 

% The Americans in Santo Domingo, by M. M. Knight; Our Cuban Colony, A 
Study in Sugar, by Leland Hamilton Jenks; and The Bankers in Bolivia, A Study in 
American Foreign Investment, by Margaret A. Marsh, all published by the Vanguard 
Press, 1928. 

8 The Bankers in Bolivia, p. 3. 83 Tbid., pp. 132-36, and notes. 

82 Tbid., pp. 127, 129 ff. 84 Op. cit., p. 4. 
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dered by the credit system there are sanctions which do not re- 
quire cruisers for their enforcement.*s 

Knight is even more wary of using the term “imperialism.” He 
believes that it is too often used without being defined, and has 
been borrowed from Old World experience with Africa and Asia, 
which does not correspond with American practice.” This does 
not mean, however, that the trouble in Santo Domingo and else- 
where is not economic, for there is an “economic cancer’’ in the 
alien control of huge tracts of land.*’ He would not object to call- 
ing this “economic imperialism,” especially when consciously 
backed by the force of the state; although it is none the less 
dangerous when supported by the “unpremeditated effects of our 
commercial efficiency, backed by highly organized and generally 
well-intentioned government services, which are nevertheless of- 
ten blind to the consequences of what they promote 

One valuable result arising from these studies is found in the 
demonstration that there are more points of difference between 
American and European “imperialisms” than points of funda- 
mental likeness. As Knight points out, a “protectorate” under 
European tutelage is a much closer and lasting relation than is to 
be found in America. American relations with backward regions 
are at least meant to be temporary, while in Europe they frankly 
are not. Another fundamental distinction is that the United 
States has never used the soldiery of protected States to fight her 
own battles. Again, there exist in America no discoverable gov- 
ernmental plots against the independence of Latin-American coun- 
tries—another vital difference as compared with well-known Eu- 
ropean cases. Actual contact with the realities of such situations 
seems to have induced in Knight impatience with practically 
everything of a theoretical nature to be had on the subject.” 

8s Tbid., p. 6. 

% Knight, op. cit., pp. 161-62. % Tbid., pp. 156, 167. 

87 Ibid., pp. xvi, 143. % Tbid., p. 165. 

» In another study dealing wholly with a European situation, Knight emphasizes 
the material improvements which the imperial tutelage of France has brought to 
North Africa, although he lays equal stress upon the evils involved. “Once we out- 


grow the delusion,” he remarks, “‘that ‘economic imperialism’ is a simple or uniform 
process, susceptible of dramatization by the use of a few stage monsters stuffed with 
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A more general study, Dollar Diplomacy, by Nearing and Free- 
man, purporting to embrace the entire broad field of American 
imperialism, frankly aims to verify certain theories which the 
authors at the outset ascribe to others.* “Economic necessity,” 
the authors believe, dictates that every modern industrial society 
must develop foreign markets for its surplus products, and in this 
process the masters of investment are not wholly free to make de- 
cisions but are themselves of necessity agents.” Nearing and 
Freeman regard imperialism as a necessary phase through which 
capitalist society must pass at a certain stage in its development; 
and they call upon Hilferding, Veblen, Hobson, Lenin, Culbert- 
son, and Leonard Woolf to supply many of the facts and most of 
the theoretical explanation of this necessity.» Typical of this 
general viewpoint is the belief that “there is no boundary line be- . 
tween economic penetration and political interference.™ 

A view similar to that of Nearing and Freeman, and much like 
Lenin’s in tone and content, was expressed in 1917 by Frederic 
C. Howe. “Financial Imperialism,” he says, “had its origin in all 
countries in surplus wealth seeking foreign investment.”** The 
British and French penetration of Egypt and Morocco, according 
to Howe, was the beginning of financial imperialism on a large 
scale “and the division of the earth among the great creditor na- 
tions.”* Even prior to the entrance of the United States into the 
World War, “economic forces were driving us into the imperialism 
of finance which has proved disastrous to all the greater powers of 
Europe.’’” He distinguishes between “dollar diplomacy,” or fi- 
nancial imperialism, and international trade, or international 


imaginary virtues and vices as though they were persons, we perceive that very 
little is known about the subject” (‘Water and the Course of Empire in North 
Africa,” Quarterly Journal of Economics, Vol. XLIII [November, 1928)). 

%* Scott Nearing and Joseph Freeman, Dollar Diplomacy, A Study in American 
Imperialism (1925), pp. v and xiii. 

* Tbid., p. xiii. 

% Ibid., pp. xiv, xv, 6, 30, 74, 244, 263, 266-67. 

% Tbid., p. 34. 

98 “Dollar Diplomacy and Imperialism,” Proceedings of the Academy of Political 
Science, VII, No. 3 (July, 1917), 598. 

9% Tbid., pp. 598-90. 97 Tbid., p. 597. 
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banking. Foreign trade, he says, is a function of the commercial 
rather than of the banking classes; it differs from domestic trade 
in no respect, except that it is carried on across national bound- 
aries. International banking, being but an agency of international 
trade, is guiltless of association with imperialism, which Howe re- 
gards as an activity of finance rather than of trade. “Only in- 
cidentally does trade or commerce enter into the program of im- 
perialistic finance.” He traces the practice of political interfer- 
ence with foreign investments back to Lord Palmerston’s dictum 
that the flag of the investor nation follows the investor. Thus 
“the doctrine of extraterritorial rights became identified with 
international law.”’” 

No American economist has been more assiduous than W. S. 
Culbertson in interpreting international relations in such terms 
as have just been described. The modern world, he maintains, 
cannot be understood unless we see behind the personal and po- 
litical factors, and recognize that war follows as a uecessary conse- 
quence upon causes arising out of the processes of production, 
trade, and finance.** Viewed internationally, this clearly means 
economic imperialism. Culbertson believes that the political side 
of international competition has been unduly emphasized."* The 
roots of imperialism are rather to be found in the nature of cap- 
italism itself, in the tendency of the capitalistic organization of 
machine production to produce more goods than can be produced 
at a profit. The capitalists themselves, being motivated by the 
search for profits, seek new markets in which to dispose of goods 
and new opportunities for the investment of surplus capital. Cul- 
bertson hastens to add, however, that he is not condemning cap- 
italism as such, but is only pointing out certain maladjustments 
and conflicts so that they can be better avoided.’** Nor does he 
wholly condemn imperialism. It “represents a stage in the world’s 
economic development,”**? and has served in many ways to de- 


% Tbid., p. 598. »” Ibid., p. 600. 

10 “Raw Materials and Foodstuffs in the Commercial Policies of Nations,” 
Annals of the American Academy of Political and Social Science, CXII (March, 1924), 
5- 

™ Tbid., p. 86. 12 Thid. ™3 Ibid., p. 125. 
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velop the world economically.“ He even believes that at this 
stage of the world’s progress “probably no better methods are 
possible.” There is no choice between standing still and continuing 
to employ them, because “forces are operating which inevitably 
bring about the economic expansion of those nations which have 
adopted the capitalistic methods of production and distribu- 
tion.’’*°5 Nevertheless, Culbertson talks of remedies and economic 
disarmament, or “the abandonment by nations of all aggressive 
economic measures, such as monopolies of essential raw materials 
and economic penetration of foreign countries by loans or invest- 
ments.’ 

A recent British writer on European economic history quotes 
Culbertson with approval and finds his explanation of the eco- 
nomic causes of international rivalry and war incontrovertible.*” 
For both the periods 1600-1750 and 1880-1930, this writer holds, 
economic imperialism best describes what went on between civil- 
ized powers and backward peoples. Modern economic imperial- 
ism he regards as less crude than its older counterpart, mercantil- 
ism, and more deliberate and conscious of the ends to be pur- 
sued. He associates it with la haute finance and regards financial 
penetration as one of the surest methods of imperialist expansion. 
His list of the steps through which the process works is much like 
that given by Barnes. 

H. U. Faulkner, in a textbook on American economic history, 
distinguishes between the old and the new imperialism, the former 
being influenced by mercantilism and characterized by the acqui- 
sition of land which is actually settled by those who acquire it.’ 
This was the chief form of American imperialism up to 1848. The 
new imperialism he regards as the direct result of the Industrial 

4 Ibid., p. 124. 5 Ibid. 

1% International Economic Policies (1925), p. 426. 

7 Arthur Birnie, An Economic History of Europe, 1760-1930 (1930), p. 265. 

8 Tbid., p. 261. 


™ H. U. Faulkner, American Economic History (1925), p. 618. Books apparently 
dealing with so-called ‘“‘American imperialism” can be found in the 1890’s and early 
1900's, as, for example, Sarah E. Emery’s Imperialism in America: Its Rise and 
Progress (1892), referred to by Scott Nearing in an extensive bibliography on im- 
perialism in The Twilight of Empire (1930). 
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Revolution, for its causes are principally economic. His whole 
treatment runs in the conventional terms of surplus capital seek- 
ing investment, made popular by Hobson. 


Hobson’s theory of imperialism has never enjoyed the follow- 
ing in Great Britain that it has in the United States. Indeed, as 
has already been indicated, Hobson himself appears less fearful of 
imperialism than he did thirty years ago. Others with similar con- 
victions and a theory essentially like that originated by Hobson 
seem to have a substantial following, but again it is more numer- 
ous in America than in England."® The more conservative ele- 
ments in all the three leading political parties in Great Britain 
defend the imperial idea in some form or other, as far as concerns 
the British Empire. “Little Englanders” can scarcely be said to 
exist. A new concept of empire, at least of the British Empire, has 
arisen in the idea of a Commonwealth of Nations. 

Attempts to prove that imperialism has never paid and is still 
a useless burden find very little response in Great Britain. Apolo- 
gists for empire are inclined to put their defense on other than 
economic grounds and to argue that empire, like the state itself, 
must be viewed as worth the cost." To some, the empire repre- 
sents the highest type of development in human co-operation," 
and they are inclined to forgive it its earlier sins. Seeley made it 
clear that it was not necessary either to accept the bombastic 
view that colonies are mere property or the pessimistic view that 

ue A new and vigorous exponent of the view that capitalism causes imperialism, 
and one who has exercised much influence on recent writers, is Leonard Woolf, 
Economic Imperialism (1920); Imperialism and Civilization (1928), etc. Herbert F. 
Fraser, in Foreign Trade and World Politics (1926), p. 105, declares that ““Mr. Woolf 
is the foremost British student of the subject and I have been greatly influenced by 
his writings.”” Moon, op. cit., and in his Syllabus on International Relations (1925), 
rates Woolf very high. 

™ See, for example, J. A. Cramb, Origins and Destiny of Imperial Britain (Lon- 
don, 1915), pp. 5 ff. Like many others, Cramb insists that the British type of im- 
perialism is unique, all other forms, at least to the eighteenth century, being molded 
on the Roman pattern. The modern form, originating in Great Britain, unites the 
concepts of Empire and Freedom—a union wholly alien to Rome (pp. 12-15). 


™ To outsiders, however, the prospect of such a combination of English-speaking 
peoples is likely to appear as a distinct menace to the world. See, for example, Victor 
Bérard, British Imperialism and Commercial Supremacy (1916), chap. ii. 





748 E. M. WINSLOW 


they are sons and daughters, destined to sever their ties with the 
mother country. Rather, he held, that, while the son-and-daugh- 
ter analogy was tenable in the eighteenth century, it no longer 
holds good because of modern improvements in transportation 
and communication.’ From the time when Seeley’s celebrated 
book was published, dates the new concept of empire in English 
thought. The defense of empire as a reality has come to replace 
the earlier attempts to justify it as a process." Occasionally, 
however, we are reminded that, after all, the white man does have 
a civilizing mission, which must be shouldered if world chaos is 
to be avoided; and from this view it is only to be lamented that 
the words “empire” and “imperialism” are capable of raising so 
much prejudice.™s 

Some British writers, with Ramsay Muir, regret that it is 
necessary to use the words “empire” and “imperialism”’ at all, 
because they suggest “purely military dominion” and because 
their habitual use has led to some unhappy results;* but the 
terms are nevertheless retained because it is felt that no others 
describe the influence of European civilization on the world. Still 
other writers find it quite easy to dispense with the terms, at least 


with the term “imperialism.” G. P. Gooch talks only in terms of 


"3 The Expansion of England, Lectures IV and VIII. Bérard (op. cit., pp. 48-49), 
sees the bombastic or jingoistic idea of British imperialism as of Tory origin; while 
the newer imperialism is regarded as being Radical in origin, and, above all, utilitari- 
an. Joseph Chamberlain, he says, was for England, but first of all he was for profits 
for the Midlands. 

™4 Even in America, where an analogous territorial expansion took place—albeit 
across fresh water and not across salt—no one regrets the present continental 
territorial possessions of the United States, no matter how much “manifest destiny” 
and “westward the course of Empire” may arouse his historical sensibilities. Pres- 
ent-day criticism is directed wholly toward such relations as exist with the Philip- 
pines and certain Central American republics—to what is regarded as imperialism 
as a process. There are, of course, notable differences between these cases and the 
earlier expansion movement, which the critics are right in pointing out. 

"Ss As expressed by H. E. Egerton, British Colonial Policy in the Twentieth Century 
(1922), pp. viii and ix. An American historian likewise adjures anti-imperialists, be- 
fore excoriating economic imperialism, to consider what the condition of the black 
people would have been had European governments refrained from entering upon 
the rush for African possessions. Walter Phelps Hall, Empire to Commonwealth (1929) 
pp. 18, 440. 

u6 Expansion of Europe (1926), p. 1. 
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personalities and diplomatic wranglings even when dealing with 
“The Scramble for Africa’"*’—a topic which usually excites all 
manner of interpretative speculation. J. Holland Rose similarly 
remarks that the expansion of British influence was due to indi- 
viduals like Cecil Rhodes rather than to a combination of the 
state and leading personalities, as in France and Germany." 

A few writers emphasize the element of imitation as a factor in 
empire-building—the deliberate copying of the British colonial 
empire by France, Belgium, Germany, and Italy, not to mention 
imitation by non-European countries like Japan and the United 
States."® But on the other hand, it is equally justifiable to regard 
the revival of interest in things imperial in Great Britain as due 
to the alarming appearance of these rival empires.’” At any rate, 
the result of this revived interest was England’s “constructive 
imperialism,” or her new policy toward the self-governing domin- 
ions beginning late in the nineteenth century, which stood in con- 
trast with her older view of them as mere colonies. Significant of 
how far this change has gone is the statement now sometimes 
made that, after all, “one of the most important parts of the 
British Empire is Great Britain itself.’ 


V. A SOCIOLOGICAL THEORY OF IMPERIALISM 


Most attempts to combat the economic interpretation of war 
and imperialism have remained merely negative. One of the most 
ambitious and noteworthy attempts to give an entirely new and 
positive orientation to the theory of imperialism without com- 
pletely abandoning the economic interpretation is found in Pro- 
fessor Joseph Schumpeter’s “sociological” theory of imperial- 
ism.’ Schumpeter at once limits the field of discussion by defin- 

"7 History of Modern Europe, 1878-1919 (1923), chap. iii. 

"8 The Development of the European Nations, 1870-1921 (1923), Pp. 541. 

"9 Francis Delaisi, Political Myths and Economic Realities (1927), p. 271. 

1° Howard Robinson, The Development of the British Empire (1923), pp. 288 ff. 

mL. C. A. Knowles, The Economic Development of the British Over-Seas Empire 
(1924), pp. xi, 24. 

12 “Zur Soziologie der Imperialismen,” Archiv fiir Sosialwissenschaft und Sosial- 


politik, Vol. XLVI, No. 1 (1918-19). Hashagen (““Marxismus und Imperialismus,” 
op. cit., pp. 205, 210 says that Schumpeter’s theory was anticipated in 1900 by 
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ing imperialism as the “‘objectless disposition of a state toward un- 
limited and violent expansion.”"** Thus are excluded all those ac- 
tivities of a state, no matter how brutal or warlike, which follow 
for a limited time some well-defined, concrete purpose—the desire 
for national unity, better economic or material advantage, an 
outlet to the sea, etc. But the sort of activity which feeds upon 
itself and is an end in itself, and which does not coincide with its 
professed aims, he regards as the essence of imperialism. 

At the outset Schumpeter declares that the socialist interpreta- 
tion is the most earnest attempt thus far at a solution of the 
problem of imperialism, and he admits that much is to be said for 
the Marxian method. He finds no objection to the notion that 
institutions may be interpreted in terms of the modes of produc- 
tion, in economic terms; but he objects to the particular slant the 
Marxians give to the economic interpretation of history, particu- 
larly to their relating of modern imperialism to the contemporary, 
capitalistic mode of production. Schumpeter regards imperialism, 
on the contrary, as very definitely related to much older forms of 
social and economic organization than capitalism. 


Franz Mehring, who held that capitalism at its highest point of development is 


openly opposed to imperialism. This is, of course, not the same as saying that indus- 
trial capitalism is indifferent or passive toward imperialism. 

Werner Sombart, in his Das Wirtschaftsleben im Zeitalter des H ochkapitalismus 
(1928), pp. 66-69, has a theory of imperialism similar to that of Schumpeter. See, 
also, Walter Sulzbach, Nationales Gemeinschaftsgefiihl und Wirtschaftliches Interesse 
(Leipzig, 1929), chap. iii, ‘Der Imperialismus.”) 

133 Op. cit., p. 3. 

14 [bid., p. 1. Schumpeter admits that in many individual cases it may be difficult 
or impossible to tell whether activity is motivated toward concrete aims outside it- 
self or not; but he is only interested in establishing his principle, and not in individu- 
al cases (p. 2). He draws upon history by pointing to the imperialisms of ancient 
Egypt, Persia, Assyria, and Babylonia, as based on fanatical racial and religious 
hatreds, in which “war and conquest were not means, but ends.” Once started, 
their war machines went along of their own weight, only guided by a self-perpetu- 
ating military theocracy whose normal function was war (pp. 27, 31). German tribal 
expansions were generally an exception because the tribes ceased fighting when they 
attained their objects (pp. 31-32). Alexander’s was a sort of personal imperialism, 
similar to, but not identical with, that of Caesar or Napoleon (p. 36). French history 
furnishes the best examples of the imperialism of absolute monarchies, resting on 
military power, and almost as all-pervading as the ancient Asiatic imperialisms (pp. 
275-76 ff.). 
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Throughout his historical survey Schumpeter finds evidence 
that there has been a constant tendency for imperialistic activity, 
bad as it has been even in modern times, to decline. Even the 
medieval type tended to disappear as it accomplished its purpose; 
while today it is not only necessary to adopt more “civilized”’ 
tactics than formerly but it is necessary to cloak such activity 
with idealistic motives and rationalizations. Ancient imperialism, 
on the other hand, was characterized by its ability to appeal un- 
adoried and unexcused." Despite its steady decline, however, 
imperialism has shown great survival qualities, and its appear- 
ance today is to be explained as an atavistic expression of forces 
which once could be explained as conditions of their environment 
but which are now not only foreign to their environment but con- 
flict with it. A purely capitalistic world could never give rise to 
the imperialistic impulse; and imperialism had its beginning be- 
fore, not after, the industrial revolution.” 

Historical research discloses three things to Schumpeter: First, 
that although imperialism is irrational and objectless—in spite 
of the fact that most wars were fought without any intelligible 
basis—it has played a great réle in human history. Second, that 
this warlike disposition cannot be explained by reference to any 
pugnacious instinct, but should really be traced back to the exi- 
gencies of a past situation in which people had to go to war in order 
to survive. And third, that there are underlying factors which 
make it easy for those old dispositions and institutions to survive. 
Chief of these is the fact that ruling classes find such dispositions 
convenient for their own ends, as do also those individuals who 
have something to gain, be it economic or social, from fostering 
imperialism or war.’ 

Schumpeter dwells at some length on the transition from the 
pre-capitalist to the modern period. The possibilities of producing 
for a general market, the growth of large-scale production, and 
the opportunity of reaping large profits, drew leading personalities 
into the industrial field and thus built up a powerful entrepreneur 
class which came to favor free trade and eventually brought the 

"5 [bid., pp. 275-76, 284. 11 Ibid., p. 284. 

™% Ibid., p. 287. 18 Tbid., pp. 282-83. 
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state to its side.“ This group, as it became increasingly powerful 
and numerous, stamped its attitudes on the whole sociai fabric 
and thus created a new type, the bourgeois, which has tended to 
bring all other classes within the sphere of its influence." 

Freed of all the old restraints, of all the ancient fetters which 
had grown up under feudalism, industrial life developed into a 
society vastly different from the old. Democracy, individualism, 
and rationalism triumphed. Surplus energy, which formerly 
found an outlet in war, in an industrial society found its outlet in 
labor and industrial activity. Wars of conquest thus merely be- 
come unwelcome disturbers of the peace in such a society, for men 
have come from necessity to possess an unwarlike disposition.™* 

Proof of this thesis is found in the following considerations: 
First, a capitalist society inevitably becomes an opponent of war, 
expansion, cabinet diplomacy, preparedness, and professional 
coldiery. It produces philosophical radicalism, fosters economic 
liberalism in general and free trade in particular. Second, stro1g 
peace parties spring up, so that, whereas the ancient imperialistic 
expansion needed no cloak whatever and medieval imperialisr1 
only a scanty one, modern imperialism can be anything but frank- 
ly aggressive. It must be cloaked in every sort of rationalization, 
in itself adequate proof of the popular tendency to oppose im- 
perialism. Even the word “imperialism” itself comes to be a term 
of reproach. Third, the working class is invariably opposed to 
imperialism. Fourth, in spite of powerful opposition, elaborate 
methods of preventing war have sprung up under capitalism— 
international conferences and agreements of all sorts. Fifth, 
countries like the United States, being least weighed down with 
pre-capitalist elements which make for imperialism, are least 
imperialistically inclined. Schumpeter regards it as significant 
that the movement for international disarmament originated in 
the United States, as did the idea of courts of arbitration." 

Schumpeter by no means pretends that factors of an imperial- 
istic nature are lacking in our “capitalistic” society, but he holds 
that many elements which are called “economic”’ are political, or 

9 Ibid., p. 285. 18 Tbid., pp. 285-87. 

1” Ibid., pp. 284-85. 8 Ibid., pp. 288-90. 
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non-economic, and pre-capitalist in origin. Take, for example, 
those most outstanding institutions commonly associated with 
imperialism—protective tariffs, cartels, trusts, and monopolies." 
These, contends Schumpeter, are not necessary products of cap- 
italism. The capitalist mode of production clearly leads to large- 
scale production; but the cases where the tendency toward large- 
scale production is also a tendency toward unlimited industrial 
combination are very exceptional, for there are well-defined eco- 
nomic limits beyond which it does not pay to go. Since the rise of 
cartels and trusts cannot be explained by reference to the nature 
of the capitalist system, what does explain their development? 
The answer brings Schumpeter directly to his critique of those 
theories which make imperialism depend upon capitalism. 

In the first place, cartels and trusts can achieve their highest 
purpose, complete monopoly, only under the shelter of protective 
tariffs, but tariffs themselves do not spring spontaneously from a 
capitalistic society. In origin and nature they are political and 
pre-capitalist."* They had their origin, as far as Europe is con- 
cerned, in the financial interests of the old feudal nobility. At 
first they were merely sources of income—a method of exploita- 
tion whose real character was gradually lost when tariffs came to 
be used for protection rather than for revenue. The effect of this 
use of the tariff for protection was to build up a large group of 
economic interests dependent upon the monarch, and ultimately 
to tie in the bourgeois class with the princely powers in such an 
intimate way that their behavior patterns were formed, and, once 
formed, were more or less permanent. These patterns of conduct 
therefore carried forward into the industrial revolution. But 
where capitalism was most rapid and successful in its growth, as 
in Holland and in England, protection tended to give way to free 
trade; while on the Continent capitalism never succeeded in com- 
pletely dominating the situation. Economic interests there re- 
mained dependent on the absolute state. The peasants and the 
Junkers were never absorbed by capitalism, with the result that 
a blend of capitalist and distinctly non-capitalist elements was 

"33 Tbid., p. 295. 

 Ibid., pp. 302-3. 
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effected. And this, Schumpeter believes, is absolutely essential to 
an understanding of modern Europe.’ 

The capacity of the princely and feudal elements to absorb the 
bourgeois and other elements is explained, thinks Schumpeter, by 
the very simplicity of their creed, by their absolute standards of 
true and false, by their stability and their gentility. The bour- 
geois class not only aped these cultural features of the nobility but 
became its willing ally and disciple. Thus was it disciplined, loyal- 
ized, nationalized, and finally imperialized by the prince. Having 
taken over the ideology of the princely tradition, even in democra- 
cies like France, the bourgeois demands soldiers. Just as the 
prince has to expect attack at any time, so the bourgeois ascribes 
warlike feelings to his neighbors. Thus the military tradition, 
which is particularly strong, turns into militarism when the army 
becomes a political power, which is very likely to happen when its 
officers are drawn from the ruling classes. 

The doom of imperialism is, of course, implicit throughout 
Schumpeter’s diagnosis. It is destined, like all atavisms, eventu- 
ally to disappear. There is no room for it in a capitalistic world; 
but while it does last, it is only proof of the ancient truth that 
“immer die Toten iiber die Lebenden herrschen.’** 

Needless to say, this sort of analysis seems utterly ridiculous to 
those who are already convinced that capitalism, by its very na- 
ture, produces such phenomena as imperialism. Even those who 
are inclined to agree that there is a conflict here between ancient 
behavior patterns and certain aspects of capitalism are dubious of 
any attempt to separate such dynamic forces by the “static” 
method used by Schumpeter. Adolf Liwe, for example, admits 
that the forces which direct the process of exchange toward im- 
perialism are of feudal origin and not a result of the process of pure 
exchange itself; but he holds that the social forces which operate 
in the world are an amalgamation working in the same direction 
and not merely coexisting elements battling for supremacy, as 
disclosed by static analysis. Only by regarding the process from 
the viewpoint of a broad social economy, says Léwe, can the truth 
be known; and thus viewed, imperialism and capitalism are mov- 

85 Ibid., p. 306. "8 Ibid., pp. 306-10. 
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ing together in the same direction—presumably toward socialism 
—and it is only a matter of logic to say that imperialist expansion 
is a phase or stage in this process.**” 

To many socialists such an analysis as that presented by 
Schumpeter is, in the words of Bukharin, absolutely untrue be- 
cause it explains everything, that is “it explains absolutely noth- 
ing.” Or: “Imperialism is a policy of conquest. But not every 
policy of conquest is imperialism.’*** Still others are likely to re- 
gard the theory as inadequate because it seems to stop at exactly 
the point where the real problem of modern imperialism, which 
appears to be anything but “objectless,” begins. 


It has not been the purpose of this paper to add one more con- 
tribution to the definition of imperialism. Rather the purpose has 
been to call attention to the difficulties which have been encoun- 
tered in using and defining the term. From the first it has been a 
term to conjure with, and time has not lessened its usefulness as a 
Schlagwort. The farther the concept departs from its political con- 
notations the more ambiguous it becomes, despite the belief of 
many that it is thus being endowed with a scientific respectability 
by association with the economics of capitalism. The word “em- 
pire”’ itself, as a convenient name for political-territorial agglom- 
erations which have been deliberately called the Roman, Brit- 
ish, French, or German empire is at once convenient, useful, and 
harmless. Such political realities have to be called something, and 
Rome supplied the name—but Leviathan, or Reich, or many 
another name would have done as well. 

It is the dynamics of the process by which empires come into 
being that has called for analysis, and at this point confusion be- 
gins. The simultaneous appearance of great and dramatic forces 
is bound to suggest that some causal relation exists between them, 
and the attempt to relate capitalism and modern empire-building 
stands as one of the most notable endeavors to prove such a rela- 

137 Léwe, “‘Zur Skonomischen Theorie des Imperialismus,” Wirtschaft und Geseil- 
schaft (Festschrift fiir Franz Oppenheimer, 1924). Salzbach (op. cit., p. 128) holds 
that there are too many proofs that imperialism has a rational basis to argue that 
it is wholly atavistic. 

%* Bukharin, op. cit., pp. 112, 114. 
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tionship. The Roman Empire, being far more dramatic than the 
simple economic system from which it drew sustenance and which 
it used for military and imperial ends, is unthinkable as the prod- 
uct of that system. And there seems to be no more valid reason 
for supposing that modern empires, in the process of becoming or 
in the throes of maintaining their existence, have done more than 
call upon the most effective economic system that has yet existed 
to lend them support. Nor does it seem likely that communism 
would refuse to employ the methods and follow the traditions of 
“imperialism” to gain its ends, that is, to use every economic 
means at its disposal. 

Empire-building is, by its very nature, competitive; and em- 
pires are relative. It is commonly assumed, however, that com- 
petition is of necessity and fundamentally economic, and pecul- 
iarly the essence of capitalism. But competition in the economic 
field is vastly different from competition in the political realm, 
and failure to realize this is the basis of most of the confusion 
which arises when writers undertake to fuse the economic and 
the political. The capitalistic order, despite its imperfections and 
maladjustments, is essentially co-operative. The division of la- 
bor, which characterizes it, would be impossible were this not true. 

Political competition, on the other hand, is not in itself co- 
operative. There are no “even exchanges,” or fundamental divi- 
sions of labor as a condition of efficiency, such as underlie econom- 
ic competition, but a tendency toward exclusiveness. When po- 
litical rivalry takes the form of nationalism, or imperialism, or 
militarism, the truth of these observations becomes evident. And 
when political rivalry, in whatever form it takes, makes use of 
economic forces, it is easy to forget the former, in which person- 
alities and political forms are highly transient, and see only the 
latter, which seem so much more tangible and permanent. Thus 
it is easy to identify the political and the economic; and economics 
not only becomes another word for politics, but capitalism be- 
comes identified with imperialism. It is as absurd, however, to try 
to identify capitalism with imperialism as it would be to try to 
identify the “handicraft” or the “domestic’’ methods of produc- 
tion with contemporary political forms. 
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As regards the various concepts so commonly used in “explain- 
ing” imperialism, they are either wholly fallacious or beside the 
point. The suggestion for remedying “‘economic”’ imperialism by 
keeping the surplus of goods or capital at home in order to culti- 
vate more intensively the domestic resources not only assumes 
that in some mysterious way an industrial society can expand in- 
definitely on a given quantity of resources so long as they are 
utilized intensively but assumes that it would pay it better to do 
so under all circumstances. But if the law of diminishing returns 
means anything, it means that there must be a balance between 
the intensive and the extensive margin of the utilization of re- 
sources; and if experience proves anything, it is that vast modern 
industrial societies owe their very existence to “outside” resources 
and markets. 

It is also invariably assumed that surplus production appears 
first and that the search for markets follows. It is far more likely, 
however, that the reverse is nearer the truth (if one must have a 
cause-and-effect relationship of this sort), and that industries seek 
wider markets in order to be able to expand their own productive 
capacity and thereby produce their “surpluses” at the lowest 
possible cost." The chief impediment to industrial rationaliza- 
tion which agitates the world so much these days is admittedly 
the lack of broad markets. The problem is to widen the market, 
by abolishing tariff walls or by opening up new areas, so that al- 
ready established industry can produce to the limit of its existing 
capacity. 

Reference is often made in the theoretical writings on imperial- 
ism to “commercial,” “industrial,” and “financial” capital, and to 
the réles played by each in the various stages of capitalism. 
Viewed historically, such a division into stages has some meaning, 
particularly when it is desired to emphasize that “commerce dom- 
inated industry” in the days before the rise of the modern factory 
system, with its vast possibilities in the realm of industrial pro- 
duction, while today industry dominates commerce. But when 
such methodology turns into a contrast between financial capital 


29 Cf. A. A. Young, “Increasing Returns and Economic Progress,” Economic 
Journal, December, 1928. 
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and industrial capital under capitalism, as if one desired a peace- 
ful policy and free trade, while the other naturally tends toward 
war, protective tariff barriers, and imperialism, the variance with 
facts becomes too great. Finance and industry, credit and enter- 
prise, go hand in hand, and constitute the very essence of the cap- 
italist system, and only become meaningless under any attempt 
to divide or contrast them. Banks, industry, and commerce have 
too high a degree of mutual obligations and common purpose to 
make the question of “domination,” so often stressed, a signifi- 
cant one. 

But these, after all, are minor questions in the theory of im- 
perialism. So, also, are quibbles as to under what conditions cap- 
ital exports, military occupations, mandates, customs receiver- 
ships, zones of influence, concessions—in short, all the elements of 
international intercourse—are “imperialistic” and when not. All 
of these issues rest on the assumption that capitalism has some 
necessary and active part in carrying imperialism, or empire- 
building, to the ends of the earth. When the question is squarely 
faced, which can be done only when capitalism itself is properly 
understood, the way is opened for the suggestion that imperialism 
may have been the active agent, using capitalism for its own ends, 
and, in so doing, carrying it with it. 

Viewed in this way, most of the “issues” take their place for 
what they are—political issues. This, of course, does not solve the 
problems as particular difficulties which it may be highly desir- 
able to push toward solution. But it does go a long way toward 
putting them where they belong, and removes the onus from 
capitalism and economics, where it does not belong. 


E. M. WINSLOW 
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THE SIGNIFICANCE OF TIME DEPOSITS IN THE 
EXPANSION OF BANK CREDIT, 1922-28" 


INTRODUCTORY 


URING the years 1922-28 the total of bank deposits 
in the banks of the United States made the remarkable 


gain of $16,112,000,000. The Annual Reports of the 
Comptroller of the Currency for these years show that the total 
individual deposits for all reporting banks advanced from $36,- 
202,000,000 in June, 1922, to $52,314,000,000 in June of 1928. 
This is an increase of deposits of approximately 44 per cent in 
six years. 

A striking characteristic of this change in the amount of bank 
deposits in this country is the increasing proportion of the total 
that is made up of the various kinds of time deposits. Computa- 
tions based on further data from the above source show that the 
ratio of time deposits to total deposits in the banks of this country 
for 1922 was 0.487; in 1928 the ratio stood at 0.547. According to 
data to be presented later, the increase in time deposits was rela- 
tively larger in commercial banks than in the savings banks. 

The proper explanation of the increase in time deposits is a 
matter of considerable interest. A natural assumption is that the 
rapid rate of increase in time deposits reflects increased savings 
by individuals of small or moderate incomes, which may be 
variously attributed to a prolonged period of prosperity and rela- 
tively full employment, to relatively high levels of wages, or to 
reduced expenditure for alcoholic beverages. An alternative ex- 
planation which has obtained rather wide acceptance is that the 
increase in time deposits represents largely a transfer of ordinary 
commercial deposits from the demand to the time category, 
chiefly by corporations and other large depositors. 

Acceptance of this latter explanation carries important implica- 


* The author wishes to express his appreciation to Dr. Holbrook Working of the 
Food Research Institute, Stanford University, who assisted in the planning of the 
investigation on which this paper is based and contributed encouragement and 
suggestions during its preparation. 
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tions. It implies for one thing that the reserve requirements of 
the Federal Reserve Act are being circumvented by placing a part 
of ordinary commercial deposits in a category on which only 3 
per cent reserves are required, whereas the Act contemplated the 
requirement of 13 per cent reserves on such deposits in banks of 
central reserve cities. Perhaps more important from the point of 
view of the economist, it implies also that demand deposits have 
ceased to furnish an adequate measure of the volume of credit 
currency. If a large element of commercial deposits has been 
transferred from the demand to the time category, it follows that 
the deposits which constitute a credit currency have expanded 
much more than is indicated by the change in demand deposits 
and more nearly in proportion to the increase in demand and time 
deposits combined. Demand deposits increased between 1922 and 
1928 at the rate of about 3.2 per cent a year, whereas demand and 
time deposits combined increased at the rate of about 6 per cent 
a year. The increase in demand deposits was somewhat less than 
the 4 per cent rate at which, it has been held,? credit currency 
must expand if a constant price level is to be maintained. The 
increase in demand and time deposits combined, at 6 per cent a 
year, was appreciably more than the supposedly necessary rate 
of expansion of credit currency for a constant price-level. On the 
question whether demand deposits remain a satisfactory index of 
volume of credit currency hinges the question whether the slight 
decline in price-level between 1922 and 1928 and the more im- 
portant decline since late 1924 was related to an inadequate ex- 
pansion of credit currency, or occurred in spite of what would ap- 
pear to have been a more than adequate expansion of credit cur- 
rency. If one employs demand deposits as a measure of credit 
currency, it appears that the price declines which have occurred 
have been closely associated with lack of adequate expansion of 
credit currency. If one must employ total deposits as a measure 
of credit currency, it appears that the expansion of credit cur- 
rency between 1922 and 1928 should have been adequate to 
sustain rising commodity prices. 

2 Holbrook Working, “Prices and the Quantity of Circulating Medium, 1890- 
1921,” Quarterly Journal of Economics, February, 1923. 
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To contribute toward the answering of these questions, the 
present paper undertakes to present evidence on the question as 
to what extent deposits ordinarily classed as commercial shifted 
from the demand to the time category during the period 1922-28. 
Two main lines of investigation have been pursued. Interviews 
have been obtained with several bankers, and also with officials 
of a considerable number of large industrial and commercial con- 
cerns which might be expected to find it convenient to carry part 
of their current funds as time deposits. This part of the investiga- 
tion has necessarily been restricted to a limited geographic area. 
The part of the investigation on which most reliance is placed, and 
which is here given most space, rests on a critical analysis of 
official banking statistics. 


OPINIONS IN BANKING CIRCLES 


Dr. B. M. Anderson, Jr., economist of the Chase National 
Bank, holds that the increased time deposits of the period 1922-28 
consisted largely of bank credit rather than savings, this credit 
expansion growing out of the excess reserves of member banks. 
In Dr. Anderson’s own words 

It would have been impossible for bank credit to have expanded as fast 
as it has done on the basis of the available surplus reserves if all of the de- 
posits generated by this expansion had taken the form of demand deposits. 
The legal reserve required for time deposits is only three per cent., whereas 
for demand deposits thirteen per cent. is required in central reserve cities 
(New York and Chicago), ten per cent. in reserve cities, and seven per cent. 
in other places. 

As the great bulk of the deposits of the reporting member banks is to be 
found in the central reserve and reserve cities (forty per cent. being in the 
central reserve cities, New York and Chicago), the higher ratios apply to 


these banks, the average being around eleven per cent. 
While in country banks, and in the thrift accounts of city banks, time 


3 The year 1922 was selected for the beginning of this study since it was here that 
the rapid increase in bank deposits began after the post-war low point had been 
reached in the latter part of 1921. It seemed inadvisable to carry the study beyond 
1928. Analysis and interpretation of the changes in the average size of savings ac- 
counts in national banks comprise an essential part of this paper. The data of the 
Comptroller's Reports for 1929 and 1930 from which such averages may be derived 
are not comparable with the data of earlier years. 


4 The Chase Economic Bulletin, V1, No. 3 (November 8, 1926), 14 n. 
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deposits are usually true savings deposits, it is well recognized among bankers 
that the time deposits of the great city banks are in a large measure the 
temporarily idle funds of business corporations, foreign banks, or of large 
investors who do not intend to leave them indefinitely at compound interest 
in the bank, but who have put them in the form of time deposits primarily 
because of the higher interest to be obtained thereby. They may shift them 
from the time to the demand form 

Somewhat to the contrary, W. Randolph Burgess, assistant 
Federal Reserve agent of the Federal Reserve Bank of New York, 
expressed in 1927 the tentative conclusion that time deposits in 
commercial banks were “to a considerable extent genuine sav- 
ings.”” He said:’ “The writer’s tentative conclusion from these 
figures [comparison of growth of time deposits in commercial 
banks and mutual savings banks] and other evidence is that time 
deposits in commercial banks are to a considerable extent genuine 
savings deposits; the convenient facilities and vigorous advertis- 
ing campaigns of these banks have brought out considerable new 
savings.” Later in the same book® he made a statement more 
fully in accord with the position of Dr. Anderson: “There are, 
however, undoubtedly large time deposits which represent trans- 
fers from demand deposits of corporations and other funds not 
needed for immediate use.” 

Statements secured by the author from banking officials of high 
standing in northern California also showed somewhat conflicting 
opinions. Certain of these officials held that the shifting over of 
demand deposits under the encouragement of banks was an im- 
portant factor in the increase of time deposits. However, in no 
case did a banker indicate that his own bank encouraged the 
practice. And some maintained, on the other hand, that even if 
federal banking regulations could be disregarded in the matter of 
reserve requirements, it would so increase a bank’s overhead to 
permit, in effect, the writing of checks against time accounts, 
that the whole procedure would be unprofitable. 


THE PRACTICE OF SELECTED CONCERNS 


It was thought that light might be thrown on the problem of 
this study by securing first-hand information from some of those 


5 The Reserve Banks and the Money Market, p. 37. 6 Tbid., p. 39. 
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large depositors, especially firms and corporations, which, ac- 
cording to a section of current opinion, have been largely re- 
sponsible for the rapid increase in time deposits in commercial 
banks through a decided increase in the use of that type of deposit 
for the placement of funds not needed immediately. Interviews 
were held with officials of representative firms in northern Cali- 
fornia. The particular firms chosen should be typical of the coun- 
try as a whole. The criteria for the choice of depositors were that 
the firm might have a bank account of sufficient size to be of 
significance in the particular locality; that the firm might be 
expected to have surplus funds from time to time; and that it be 
representative of a type of business important in the community 
and the country. 

The information requested can be summarized as follows: Does 
this firm carry a time deposit? If so, was the average size of that 
account increased in a manner which might be considered as at 
the expense of the demand account during the period 1922-28? 
Does the firm use the time account in any sense as a source of 
funds for meeting current obligations? 

The investigator found several firms that carried time deposits 
of some form. Such deposits might be used for large special pay- 
ments, such as taxes, after notification to the bank. But much 
more commonly they were shifted to a demand deposit only at 
maturity; or the time deposit might be renewed at maturity. The 
significant point for our purpose, however, is that in no case was 
there any evidence of a firm’s having increased its time deposits 
relative to demand during the period under consideration. This 
fact renders the claim of a great increase in the shifting of deposits 
from demand to time unsatisfactory as an explanation of the 
decided increase in time deposits in commercial banks in recent 
years. 

EVIDENCE OF BANKING STATISTICS 

Certain statistics presented in the Annual Reports of the Comp- 
troller of the Currency and in the Annual Reports of the Federal 
Reserve Board give valuable evidence on the increase in time de- 
posits during the years 1922-28. The balance of this paper is 
given over to a consideration of these official bankin< statistics. 
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The questions to which chief attention is devoted, because of their 
important bearing on the interpretation of the recent expansion 
of time deposits, are four: 

1. To what extent may the expansion of time deposits in com- 
mercial banks be accounted for on the ground of encroachment on 
the field formerly occupied by strictly savings institutions, such 
as the mutual savings banks and building and loan associations? 
Such encroachment may take place, it should be noted, either as a 
result of increased advantage in the competition for savings de- 
posits, or through mergers between commercial and savings banks 
as a result of which a former savings bank becomes classified as 
a savings department of a commercial bank. 

2. Did the growth in time deposits occur chiefly in the larger 
industrial and commercial centers, as would be expected from the 
theory that it resulted in considerable part from a shift of con- 
siderable fractions of the deposits of large concerns from the 
demand to the time category? 

3. Did the average size of time deposits increase, especially 
in the larger centers, as would further be expected from the above 


theory? 


4. Did the average time deposit in national banks increase more 
rapidly in size than the average deposit in mutual savings banks? 
And, further, were such national bank time accounts larger than 
the average savings bank deposit? If they are found to be larger 
there will be some grounds for supposing that the average was 
swelled by the presence of a certain number of large time accounts 
which were, in effect, demand accounts. 


SHIFTS BETWEEN CLASSES OF BANKS 


To what extent is the expansion of time deposits in commercial 
banks due to encroachment on the former field of savings institu- 
tions, and particularly of savings banks? Information bearing on 
this question is to be found in Table I which shows the changes 
in time deposits, total individual deposits, and the ratio of time 
to total for all non-national commercial banks, mutual savings 
banks,’ national banks, and all banks.*® 


7 The ratio of time to total deposits is not shown for this class of banks, since 
the deposits are almost entireiy time deposits. 
§ Data for stock savings banks are included in the data for ‘‘All Banks”’ for the 
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It is necessary at this point to make certain explanations re- 
garding the data of this table. The banking statistics for state- 
controlled commercial banks given by the Comptroller for the 
years in question contain large amounts of deposits that are not 
classified under either the time or demand category. Such de- 
posits are listed simply as “Deposits Not Classified.” In four of 
the seven years included here the unclassified sums make a total 
approximately one-third as large as the total of classified indi- 
vidual deposits. Since indications are that a large percentage of 
these unclassified deposits are properly time deposits, it is obvious 
that some apportionment of such deposits was necessary to make 
the statistics available for this study. 

Investigation of the Comptroller’s data for the different classes 
of non-national banks for each state showed that for each of the 
different years the bulk of the unclassified sums was to be found in 
the returns from a relatively few states, the particular states 
differing from year to year. Frequently a year wherein a given 
state had a large sum unclassified was preceded and followed by 
years with practically all deposits classified. Furthermore, states 
which are neighbors to the one in question and with similar 
financial conditions might have all deposits classified. Two gen- 
eral methods were available, then, for classifying the unclassified 
deposits: either by means of a ratio for the unclassified deposits 
of a given state based on the amounts of time and demand de- 
posits in the years when the deposits were classified in that state, 
or by taking into consideration the ratio between time and 
demand deposits in neighboring states for the year in question. 
The data for time deposits in non-national banks shown in Table 
I include the appropriate amounts of deposits unclassified in the 


sake of completeness, but such stock savings bank data are not included in the 
separate total for savings banks nor in the total for commercial banks, excepting the 
California data. The California “stock savings banks” are actually savings depart- 
ments of commercial banks under the departmental system of that state. The 
distinction between commercial banks and stock savings banks is not consistently 
maintained in other states for which such savings banks are sometimes listed. As 
an example, the Compiroller’s Report for 1923, p. 102, states: ‘“Two states, Florida 
and New Mexico, furnished separate statistics with respect to this class of banks 
[stock savings banks] which were not furnished in 1922.” It is probable that in 1922 
the returns from these banks were put with state (commercial) banks, although no 
mention is made of the matter. 
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returns, here classified on the basis of the methods of estimate 
explained above. 
TABLE I 


True Deposits, Totat InprvipvaL Deposits,* AND RATIO oF Time 
Deposits TO ToTAL, FoR SELECTED CLASSES OF BANKS, 
June Dates oF CALL, 1922-28f 


(In Millions of Dollars) 








CommerctaL BANKS 
MUTUAL 

| Savincs Banks 
National Other 

















A—Time Deposits 





7,410§ 5,736 
8,393 6,282 
9,198 6,686 
10,026 7,139 
10,928 7,558 
I1,O1r 8,054 
11,322 8,665 





B—Total Deposits 





17,487 5,778 36,202 
19,112 6,287 39,381 
20,772 6,692 41,830 
22,567 7,146 45,532 
23,588 7,575 47,782 
24,198 8,062 50,003 
24,523 8,671 52,314 





C—Ratio Time Deposits to Total Deposits 





©.329 0.424 0. 486f 
.351 -439 . 501 
.377 .442 .512 
. 385 -443 517 
.390 .462 . 526 
+423 -455 -§32 

0.447 0.401 0.547 

















* Not including exchanges for clearing-house, cashier’s checks, and certified checks. 

t Compiled from the Reports of the Compiroller of the Currency, 1922-28. 

t Inclusive of mutual savings banks. 

§ Time deposits here include sums obtained by the classification, under the methods 
described, on page 765, above, of certain sums listed by the comptroller as unclassified. 


The increase in time deposits which took place in the various 
classes of banks listed in Table I is shown graphically in Chart I. 
Since it is the purpose of the chart to show the relative increase in 
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time deposits over the period, a logarithmic vertical scale is used. 
Various intra-year fluctuations in the amounts of deposits are 
covered up, as the chart is necessarily based on data for one date 
per year only, the June call date. The significance of the trends 
is not diminished by this fact, however. 

Comparison of the ratio of growth of time deposits in mutual 
savings banks and in the two classes of commercial banks, those 
under state control and national banks, shows a higher rate of 
increase for the two classes of commercial banks combined than 
for savings banks. If we fit lines of trend to these curves by in- 
spection we find that time deposits in mutual savings banks in- 
creased at the rate of about 7 per cent annually during this period, 
national banks about 11 per cent, and other commercial banks 
about 7 per cent. The rate of increase for all banks in the United 
States, including all savings banks, was 8 per cent. After 1926 the 
state commercial banks increased their time deposits very slowly, 
while the rate of increase for national banks advanced from 10 
per cent to about 13 per cent, thus tending to sustain the rate of 
increase for all commercial banks during the period. 

What explanation is there for this more rapid gain in time de- 
posits in all commercial banks than in mutual savings banks? Is 
the explanation given expression by Dr. Anderson, and quoted 
above, sufficient, that deposits on time grew at the expense of 
those on demand? Or did this increase consist of new business, a 
part of which might, under other circumstances, have gone to the 
savings banks, or to building and loan associations? Whether the 
increasing quantities of funds would have appeared without the 
recent advertising campaign of commercial banks, and would 
have gone into savings banks, cannot be determined. It is highly 
probable that some increase in savings deposits can be accounted 
for by a survival of habits of saving developed during the war 
period with its pressure for the purchase of war savings stamps 
and of liberty bonds on the instalment plan. The convenience of 
having one’s demand and savings accounts in the same bank may 
have helped to swing a large part of any new savings into com- 
mercial banks. Then, the people of this country must be growing 
increasingly familiar with the nature of commercial banks and 
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may have had less hesitation in trusting their savings to such 
banks. The same influences which might swell the time deposits 
of commercial banks at the expense of savings banks could also 
divert funds from building and loan associations. However, it is 
beyond the scope of this paper to attempt to trace these funds to 
their ultimate sources outside of banks. We are concerned here 
only with shifts between banks. 

Some of the increase in the quantity of commercial bank de- 
posits may be due to the reclassification of former stock savings 
banks as commercial banks, or by their amalgamation with com- 
mercial banks. The number of banks classified as stock savings 
banks decreased from 1,066 in 1922 to 791 in 1928. This decrease 
in number could result from bank failures or dissolutions, from 
absorption of such banks by commercial banks, from changes in 
classification, or from a combination of these. So far as this study 
is concerned, the changes in the deposits of stock savings banks 
are of little consequence because we have combined 60 to go per 
cent of their total deposits, found classified with stock savings 
banks in California, with the time deposits of commercial banks 
from the beginning of the period (see n. 8). The shifting of the 
mutual savings banks to the commercial category must have been 
slight since the number of such banks varied only slightly between 
totals of 619 in 1922 and 616 in 1928. Likewise, the more rapid 
gain in time deposits in commercial banks, as shown in Chart I, 
can be due only to a small extent to mergers between the com- 
mercial banks and mutual savings banks. 

Up to 1926 the trends of the time-deposit curves in national 
and non-national banks were similar, as shown by Chart I. One 
possible explanation for the more rapid gain in time deposits in 
national banks since that date is that of a shifting over of certain 
of such deposits by depositors from various state-controlled banks 
to national banks.® 

The McFadden Act of 1927, which authorizes investment by 
national banks in evidences of indebtedness, including five-year 
urban real estate mortgages, is credited with having made possi- 
ble the profitable investment of a much larger amount of time 


*See W. Espey Albig, “Slight Gain in Savings during 1926,” Journal of the 
American Bankers Association, December, 1926. 
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deposits by national banks, thus stimulating their increase. The 
terms of this Act may account for an accelerated rate of increase 
of such deposits in national banks at the expense of state com- 
mercial banks and of savings banks. But a part of the increase 
may be due to a more healthy condition of the national banking 
system. From June 30, 1924, to June 30, 1925, there was almost 


CHART I* 


Tre Deposits By CLASSES oF BANKS, JUNE DATES 
or CALL, 1922-28t 
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no gain in the combined capital, surplus, and undivided profits of 
national banks. From 1925 to 1926 the gain was about 4 per cent; 
from 1926 to 1927, about 4.9 per cent; and from 1927 to 1928, 10.2 
per cent. A part of this increase is due to the transfer of state 
banks to the national banking system,” and a part, of course, to 
increases in the capital and surpluses of national banks. 

The changes in the percentages that time deposits make of 


% For example, the Bank of Italy and the Los Angeles First National Trust and 
Savings Bank, with totals of capital, surplus, and undivided profits, respectively, 
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total individual deposits are significant for our purpose. These 
changes are brought out in Chart II, which shows the ratio of 
time to total individual deposits in national banks, commercial 
banks other than national, and all banks. It will be observed im- 
mediately in this chart that the percentage of total individual de- 
posits in national banks that consists of time deposits increased 
more rapidly than the corresponding percentage for other com- 


CHART II* 


PERCENTAGE OF TimE Deposits To ToTat INprvipvAL Deposits IN 
SELECTED Banks, Dates oF CALL, 1922-28f 
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mercial banks. Here, again, the explanation may be either that 
the national banks have actually drawn time deposits from the 
banks under state control, or that they have received deposits 
which in earlier years would have gone into such banks. 

That the increase in such deposits in national banks may have 
been partly at the expense of savings banks as well as of state 
commercial banks is brought out in Chart I, where mutual savings 


of $58,949,000 and $28,343,000 for 1927. In October, 1927, the ratio of time to 
demand deposits in the Bank of Italy was 403 to 172, and in the Los Angeles First 
National Trust and Savings Bank, 1,932 to 123. 
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banks are shown to have increased their time deposits at a much 
lower rate (about 7 per cent per year) than national banks (about 
II per cent per year). 

There is much to be said for this claim that the increased time 
deposits of national banks have been gained partly at the expense 
of savings banks and other banks. This type of business repre- 
sents a relatively new departure for national banks. Such banks 
were not actually authorized by Congress to pay interest on time 
deposits until the Federal Reserve Act was passed. Even then 
there was question as to whether national banks could maintain 
real savings departments and advertise for savings. Certain 
states claimed the right to prevent such action by way of lessening 
the competition for savings between national and state bank 
savings departments. The comptroller of the currency ended the 
doubts when he issued the following instruction in 1919:" 

The counsel for the Federal Reserve Board has rendered an opinion that 
the Federal law relating to the establishment and operation of national 
banks is superior to and controlling over a state law which might otherwise 
apply to or govern the operation of national banks. Congress having con- 
ferred on national banks the power to pay interest on time deposits, it is 
evident that the right to advertise and solicit such savings accounts is a 
necessary incident to the exercise of that power, and that no state law can 
interfere with its exercise. 


With the danger of governmental interference removed, na- 
tional banks were free to bid for the custody of savings funds with 
the results we have observed. The advertising that national banks 
have carried on may have been made more efficacious by an in- 
creasing faith in the stability of the Federal Reserve system on 
the part of all classes of depositors. 

The first of the four questions which we raised for discussion in 
this paper concerned the extent to which the expansion of time 
deposits in commercial banks may be attributed to gains at the 
expense of strictly savings institutions. We have found a more 
rapid increase in time deposits in commercial banks than in 
mutual savings banks. 


™ Instructions of the Comptroller of the Currency Relative to the Organisation and 
Powers of National Banks, 1919, p. 118. 
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We have found, further, that the increase, both absolutely and 
relative to total deposits, was especially marked in the case of 
national banks. 


GROWTH OF TIME DEPOSITS IN COMMERCIAL CENTERS 

Our second question has to do with the location of the banks 
showing the greater increase in time deposits. The theory that 
such rapid growth was due to the shifting of funds from the de- 
mand to the time category by firms, corporations, and individuals 
with relatively large accounts would be supported by a greater in- 
crease in the larger city banks where such accounts are generally 
found. Did the growth actually occur chiefly in the large cities in 
accordance with the theory? 

We are enabled to learn something as to the type of locality 
chiefly responsible for the rapid increase in time deposits in com- 
mercial banks by a comparison of the growth of such deposits in 
the 800 or so large banks which report their condition weekly to 
the Federal Reserve Board and the time deposits in those mem- 
ber banks which do not report weekly, as shown in Table II and 
in Chart III based on the table. The ratio of time deposits to net 
demand plus time deposits has been computed for all member 
banks, the weekly reporting member banks, and the member 
banks which do not report weekly. Chart III shows graphically 
the different ratios of increase of time relative to total deposits for 
the groups of banks under consideration. For all member banks 
the average of the ratios of time to total deposits for the three 
calls of 1922 is 31.7. The corresponding average for 1928 is 40.7. 
This 9 per cent advance of time deposits in relation to the total 
between these years represents a gain of 27.4 per cent over the 
1922 ratio. During the same period time deposits in reporting 
member banks increased from an average ratio of 23.4 per cent to 
one of 34.0 per cent of the total, a gain of 45.3 per cent, and time 
deposits in non-reporting member banks advanced from an aver- 
age of 46.1 to one of 49.6 per cent, a gain of 7.5 per cent.” 


™ Dr. Anderson found the increase in time deposits in the reporting member 
banks of the New York district to be 207.5 per cent between April 12, 1922, and 
April 25, 1928. The gain in the Chicago district was 92.4 per cent between the same 
dates. See The Chase Economic Bulletin, VIII, No. 2 (June 25, 1928), 15. 
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TABLE II 


Time Deposits, Totat Deposits,* AND PERCENTAGES OF Time TO ToTaL De- 
POSITS FOR ALL MEMBER BANKS, “REPORTING MEMBER BANKS,” AND “‘NON- 
REPORTING” MEMBER BANKS. Dares oF CALL, 1922-28f 


(In Millions of Dollars) 








ReporTiInG MemBEer /|Non-REPorRTING MEMBER 
ALL Memser BANKS BaNxst Banas 





Date or CALL Percent- 
of plume 
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age 
Time to 
Total 























6, 662/21, 160 
7,175}22,714 
7645/23 ,848 


8,143]24, 229 
8,378)/24,444 
8, 466)24, 385 
8651/25 ,027 


8 , 890/25 ,002 
9, 204/26,042 
9,597|27,401 
9, 805/28, 273 


3,105|13,439] 23.1 | 3,557] 7,721 
3,380|14,504) 23.3 | 3,795] 8,210 
3, 708|14,963 3,937] 8,885 


3,959]15,171 
4,000]15, 104 
4,005/15 ,087 
4,072|/15, 106 


~a 


4,184] 9,058 
4,378] 9,340 
4,461| 9,208 
4,579] 9,921 


4,660) 9,526 
4,786] 9,630 
4,901] 9,900 
4,956|/10,170 
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4,230|15,476 
4,418/16,412 
4, 696/17, 501 
4,849|18, 103 
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5,072110, 145 
5, 209|10,432 
5 »233|10,446 
5 305|11,304 


5555/17, 690 
5,172/18,226 
5, 234/18, 280 
5,348)18 , 609 


5, 505/18, 403 
5, 650/18, 902 
5,792|18,874 


10,127/27,835 
. TO, 381/28, 658 
10, 467/28, 726 
10,653/29,913 
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51450/10,044 
5» 523/11 ,075 
5,648)}11, 488 


10,955/29,347 
TI ,173/29,977 
II, 440/30, 362 
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5, 761/11, 207 
5943/11, 789 
6,026)11 , 760 
6, 249/12, 568 


11,818/30, 360) 38.9 | 6,057/19,153 
12, 210/31, 460 . 6, 267/19,671 
12,459|31,629] 39.2 | 6,433/19,869 
.|12,765/32,870 . 6,516)20, 302 
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6, 230/11, 737 
6,435|12, 382 
6,513|12, 289 
6,529)13,131 


.|12,923/32,158 2 | 6,693/20,421 
13,439/32,629| 41.1 | 7,004/20,247 
13, 410/32,405| 41.4 | 6,897/20,116 
13,453/33,397 2 | 6,924/20, 266 
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* By “Total Deposits” here we mean net demand plus time deposits. 
t Data from Annual Reports of the Federal Reserve Board. 
t For reporting member banks weekly report nearest to date of call. 
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These results indicate that the greater increase in such de- 
posits was in the weekly reporting member banks, which group 
contains the large city banks. However, the higher ratio of time 
to total deposits is found in the non-reporting member banks. It 
might be held that the large city banks would contain the larger 


CHART III* 


PERCENTAGE OF Time Deposits To ToTrat INpIvipvAL Deposits In ALL MEmM- 
BER BANKS, REPORTING MEMBER BANKS,{t AND NON-REPORTING 
MEMBER Banks, Dates oF CALL, 1922-29f 
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* Drawn on a semi-logarithmic scale. 

t Values for reporting member banks and non-reporting member banks are selected for weekly 
report dates nearest to dates. 

t Based on Table II. 


accounts, hence, that the rapid growth of time deposits there 
might be due to a relatively large increase in the size and perhaps 
the number of such accounts. It might be held, further, that such 
increases represent largely the shifting of actual or potential de- 
mand funds to time accounts, but such conclusions need not fol- 
low. The large banks probably contain many large accounts, but 
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they can also have an increasing proportion of small accounts. 
The spectacular development, in recent years, of large banks with 
their convenient banking quarters and their many branches, ac- 
companied by much popular advertising, could well attract an 
ever-increasing number of small depositors whose accounts repre- 
sent genuine savings. A comparison of rates of growth in the 
average size of time accounts for different groups of commercial 
banks should throw some light on the nature of the new time de- 
posits. 

The two principal items making up “Time Deposits,” as listed 
in the Compiroller’s Reports for the years under consideration, 
consist of savings deposits and certificates of deposit, as is evi- 
dent in the data of Table III. Listed here are time certificates of 
deposit, savings deposits, the remaining time deposits, and total 
time deposits. The difference between the two categories and the 
total, listed here as “Remaining Time Deposits,” consists, ordi- 
narily, of “State and Other Municipal Deposits” and “Postal 
Savings Deposits,”** as shown in the “Abstracts” in the Comp- 
troller’s Reports. The Reports do not give us the number of de- 
positors for the total of time deposits, which would enable us to 
compute the average amount due each time depositor for purposes 
of comparison. But we do have the number of savings depositors 
and the total amount of savings in the Compiroller’s Reports under 
the title “Savings Depositors and Deposits in National Banks,” 
thus enabling us to compute the average amount due each sav- 
ings depositor. These savings deposits make up the bulk of time 
deposits in national banks, as reference to Table III will show. 

The savings deposit total, unfortunately, is not free from certifi- 
cates of deposit, the 1922 item containing $85,353,000 of such 
deposits, which is 7.8 per cent of the time certificates for that 
year, and the 1928 item containing all of the certificates of de- 
posit held by national banks that year (Table III). It is not possi- 
ble to eliminate certificates of deposit for all years or to include 

In the 1928 Report there is an additional sum, $677,000,000, which is not 


included in the table on page 40 in the Report, “Savings Depositors and Deposits 
in National Banks, June 30, 1928.” It consists of “Other Time Deposits.” 


™4 See the Report for 1922, p. 40 0. 
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them in all years, which would be desirable for our purpose, since 
we have no means of finding the average amount due each deposi- 
tor in this type of deposit. These defects in the data, however, 
do not prevent their effective use in this case. 


TABLE III 


CERTIFICATES OF Deposit, Savincs Deposits, REMAINING TIME 
Deposits AND ToTAL Time Deposits in NATIONAL BANKS, 
June Dates or CALL, 1922-29* 


(In Millions of Dollars) 








Certificates of Savings Remaining Time} Total Time 
Deposit Deposits Deposits Deposits 


1,080 sf 7° 4,111 
1,135 3,645 - 4,755 
1,161 4,230§ —I51 5,259 
1,277 4,558 89 5,924 
1,271 4,962 80 6,313 
5,875 303 7,315 
7,291|| 1,005 8, 296 
6,511 516 8,317 




















* Compiled from Annual Reports of the Comptroller of the Currency. 


t Certificates of deposits are not listed by name for this year. The item quoted here is 
listed as “Other Time Deposits.” Evidence in the Report indicates that this may be the 
amount of certificates of deposit, but the matter is not certain. 

¢ Includes 85 million certificates of deposit. 

§ The sum of this item and that under certificates of deposit is larger than “Total Time 
Deposits” i in the last column. “Savings Deposits” here evidently contain certain funds 
os FA in the Report as demand deposits. There is no method for determining 
their identity. 


|| Includes all certificates of deposit. 


Since the 1928 figures for certificates of deposit are not avail- 
able, as just explained, the 1929 amount is included in Table ITI."5 
The percentage of increase in this class of time deposit from 1922 
to 1929 was 19.4 for all national banks. The increase for savings 
deposits over this period was 119.8 per cent, and that for all time 
deposits 102.3 per cent. It seems apparent from a comparison of 
these increases that the rapid post-war advance in time deposits 
was not due to an increasing use of certificates of deposit by de- 
positors. 

A comparison between total reserve city banks and country 
banks as to amounts of increase in certificates of deposit, based on 


1s See footnote marked “‘||”” of Table III regarding the item for 1928. 
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data in the Comptroller's Reports, shows that the amount of in- 
crease from 1922 to 1929 was 19.4 per cent in each case. This indi- 
cates that the growth in this class of deposit in all national banks 
to the extent of 19.4, quoted above, was divided evenly between 


TABLE IV 


AvERAGE Amount Due Eacu Depostror In SELECTED Groups OF NATIONAL 
BANKS AND IN MuTUAL SAVINGS BANKS, 1922-28, AND PERCENTAGE 
CHANGES TO 1927 AND 1928* 








1922t age 1928§| 192 
, 





Mutual savings banks. . . .|$598/$625|$642/$673/$685 .11$739].... 
National banks 
Central reserve cities 
337] 354} 34°} 349) 363 .4| 378)$376 
209} 201} 185} 204) 230 -6| 617) 257 
Other reserve cities. . . . 374| 421] 416] 410] 413 7.0] 454] 410 
Country National banks 
New England states. . 396] 307] 415] 423] 449 .0} 485) 466 
Eastern states 422] 437] 431) 458) 475 I] 510} 504 
394] 378] 408) 395) 397 .8) 458) 392 
All reserve city banks. . 363] 405] 400] 397] 405 -9| 450] 407 
All country banks 369] 375] 379] 394] 412 -7| 451| 432 
Total United States} 343] 369] 383] 384] 395] 410 -5| 45°) 425 



































* Data from the Compiroller’s Reports under the i “Savings Depositors and 
National Banks,” and “Savings Depositors and Deposits in Mutual and Stock Savings 
Report for 1928, p. 8s. 
t Includes approximately $85,353,000 certificates of deposit. 
t Includes all time certificates of deposit. 
§ To minimize the influence of certificates of deposit for 1 1938, results for 1 p75, 1926, and a seer 


a Fie a trend line fitted on ratio paper by inspection and projected to 1928, with results shi 
the two groups of national banks. We found from a consideration 
of the data of Table II that the greater growth in time deposits 
had been in the large weekly-reporting banks. There is no evi- 
dence, however, in the results just quoted from certificates of de- 
posit, that this class of time deposit increased more rapidly in the 
large city banks than in the country banks. These facts, together 
with the relatively small volume of certificates of deposit, ranging 
from 27 per cent of total individual time deposits in 1922 to 16.5 
per cent in 1929, justify us in regarding the savings deposits as 
alone important for the present problem. 
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CHANGES IN AVERAGE SIZE OF TIME DEPOSITS 


In connection with our third question raised for discussion, 
that as to changes in the average size of time accounts in the vari- 
ous groups of banks, the data of Table IV may well be investi- 
gated. The table shows the average amount due each savings de- 
positor in selected groups of national banks for the years 1922-28, 
inclusive; also, the average amount due depositors in mutual sav- 
ings banks, with the percentage of increase over the period for 
each group of banks. For national banks two sets of results, one an 
estimate, are given for 1928, for reasons explained in a footnote to 
the table. 

In order to determine whether the more rapid increase in size 
of time deposits occurred in the large city banks or in country 
banks, it is of importance to note that the average amount due 
each depositor in the combined total of all reserve cities, which in- 
cludes all of the large cities of the country, was somewhat over 
that for all national banks for 1922, $379," compared with $343, 
but that by 1927 the average for all national banks, $410, was 
above the reserve city average, $405. There was a still greater 
difference in the estimates for 1928. The respective percentages 
of increase are 6.9 for reserve cities, and 19.5 for all national banks, 
to 1927. Apparently the growth in the size of accounts occurred 
elsewhere than in the large cities, where, as stated previously, 
the greatest increase is often thought to have been brought about 
by additions to the number and amount of large accounts. The 
larger part of the increase which was responsible for the advance 
of 19.5 per cent to 1927 in the average amount due each depositor 
in all national banks is to be found in country banks, the increase 
for the total of such banks being 23.7 per cent to 1927, and 29.7, 
estimated, for 1928. Computations based on data in the Comp- 

*© There is some justification for questioning the accuracy of some of the averages 
given for 1922, since somewhere in the groups of banks there are $85,353,000 in 
certificates of deposit, as explained in a footnote to the table. Such certificates could 
well be much above the average savings deposit in size. The comparison between 
the United States total and the total for all reserve cities would still be valid, but 
there might be some question as to the complete validity of the comparison between 


reserve city and country banks, if the certificates are not well distributed. The 
amount of certificates is comparatively small. 
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troller’s Reports*’ show an increase of only 40 per cent in the actual 
number of depositors in country banks between 1922 and 1927, 
while the increase in the number for all reserve city banks was 
136 per cent. The actual sum of the deposits in reserve city banks 
is smaller, and the total increase was less in proportion than the 
increase in depositors. This would be expected because of the 
lesser change in the average size of deposit, as compared with 
country banks. These data apparently mean that less than half 
of the actual increase of time deposits in the country as a whole 
occurred in the larger cities, and that the increase there consisted 
very largely of small accounts. 

This is not to say that the large city banks did not contain 
many large time accounts, and that these accounts did not in- 
crease greatly in both size and number. It is possible, of course, 
that among the savings accounts of national banks in the large 
cities were some extremely large accounts and a large percentage 
of extremely small accounts. There may have been a larger per- 
centage of accounts near the extremes in size than is true of the 
country banks. But it is possible, judging from our data, that the 
number of large accounts in the great city banks did not increase 
more rapidly than, nor even as rapidly as, the number of large 
accounts in the country banks; if the accounts in large city banks 
had so increased, the number of very small accounts would have 
to be very greatly increased to keep the average down, and we 
have seen that the large city average gained more slowly than that 
for the whole country. In our study of reporting member banks 
and all member banks we found that a greater increase in the 
ratio of time deposits to total deposits occurred in the larger than 
in the smaller banks of the Federal Reserve system. The present 
data show that this greater relative increase in the city banks was 
apparently accompanied, so far as national banks are concerned, 
by a more than proportionate increase in the number of accounts. 
And with no evidence to the contrary in these data, we may as- 
sume that these new small accounts in the large city banks con- 
sisted of actual savings accounts. It is possible that in the large 
cities more than elsewhere there was a tendency for commercial 


7 Report for 1922, p. 47, and 1927, Pp. 44. 











780 D. R. FRENCH 


banks to gaiu at the expense of mutual savings banks and to merge 
with them, but there is no evidence in these data on the groups 
of banks to indicate the transfer of any considerable sums of de- 
mand deposits to the time category in commercial banks. 


CHANGES IN SIZE BY CLASSES OF BANKS 


Of the four points having to do with the interpretation of the 
1922-28 expansion of time deposits in commercial banks, which 
we undertook to discuss, the fourth remains. We are concerned 
with the rate of growth in the average size of time deposits in na- 
tional banks in comparison with the corresponding rate in mutual 
savings banks. In connection with the rates of growth we want to 
know, also, how the average time deposit in the two classes of 
banks actually compared in size. If the average time deposit in 
national banks was larger than that of savings banks and in- 
creased in size more rapidly, we will have reason for supposing 
that such national bank average contained an increasing amount 
of funds which were, practically, demand deposits. It will be 
noted from Table IV that the percentage of increase in the aver- 
age size of accounts for mutual savings banks and all national 
banks in the United States is almost identical from 1922 to 1927, 
and using the estimated figure, to 1928. This would indicate that 
the comparatively greater increase in amount of time deposits in 
national banks over the country, as shown in previous charts in 
this paper, must have come from an increase in the number of 
accounts in national banks rather than from an increase in their 
size. A tabulation of the actual data from the Compiroller’s Re- 
ports for each class of bank with percentages of increase is repre- 
sented below. 

















—. — or SAVINGS ar or Deposits 
EPOSITORS ONS OF 
(Tuovusanps) —Y-¥ : Dotzars) P nae bg 
INCREASE INCREASE 
1922 1927* 1922 1927* 
National banks...... -| 8,875 | 14,340] 61.5 3,046 | 5,875] 92.8 
Mutual savings banks..| 9,655 | 11,337 | 17.4 5,779 | 8,007 | 39.8 























* We lack the correct number of savings depositors for 1928 excluding certificates of deposit. See 
footnote marked “§” to Table III. . ” _ 
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The percentages indicate that there was an increase of 92.8 per 
cent in the amount of the deposits in national banks as compared 
to the 39.8 per cent increase in the amount in mutual savings 
banks. Since the size of the average account in the two classes of 
banks increased about equally, however—19.5 per cent in national 
banks, and 19.1 per cent in mutual savings banks, as shown in 
Table IV—it is evident that the much greater percentage increase 
in total time deposits in national banks must be accounted for 
almost entirely by the much more rapid growth which they en- 
joyed in number of depositors. This growth, as shown in the 
above tabulation, was from 8,875,000 in 1922 to 14,340,000 in 
1927, or 61.5 per cent, for national banks, in comparison with an 
increase from 9,655,000 in 1922 to 11,337,000 in 1927, or only 17.4 
per cent, for mutual savings banks. 

There is no evidence in these results to show that the increase 
in time deposits in national banks is to be accounted for by an 
increase in the number of large accounts, nor by a great increase 
in the size of accounts already large, as is commonly claimed. The 
actual size of the average account in each of the two classes of 
banks is significant. In 1922 the average amount due each de- 
positor in national banks was $343 as compared with $598 in the 
mutual savings banks. In 1927 the averages were, respectively, 
$410 and $712. The national bank average for the total of reserve 
cities for that date was $405, and that for all country banks $412. 
So, in 1927, after the rapid increase in the total of time deposits in 
all national banks, the average amount due each depositor was 
still only 57.5 per cent of the average for mutual savings banks. 
The five-year period saw a large increase in total time deposits in 
national banks, but it also saw a corresponding increase in the 
number of time depositors in such banks. There is, then, no basis 
here for the claim that the increase in time deposits has been due 
to the shifting of large sums from the demand to the time cate- 
gory. The increase was made up very largely of new accounts not 
varying greatly from the size of the 1922 account and of small 
additions to old accounts, and it is possible that all of the addi- 
tions consisted of genuine savings. As a matter of fact, if the 
smaller time accounts in national banks averaged only half as 
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large as the accounts in mutual savings banks, there could be but 
one account as large as $100,000 to approximately 2,000 smaller 
accounts in national banks without raising the general average 
above its present level. So time accounts in national banks ap- 
proximating $100,000 must have seen very little increase, since 
the average amount due each depositor increased so little. 


CONCLUSION 

Certain tentative conclusions which have been arrived at from 
the data of this study may be summarized as follows: 

1. During the years 1922-28 the increase in time deposits in 
commercial banks was more rapid than the increase in such de- 
posits in mutual savings banks. The increase was particularly 
large in national banks. 

2. The more rapid increase in time deposits occurred in the 
banks of the larger cities, although the smaller banks contdined 
a higher ratio of time deposits to total deposits than did the large 
city banks. 

3. The rapid increase in the total of time deposits which oc- 
curred in the banks of the large cities consisted very largely of 
small, new accounts and of small additions to old accounts, possi- 
bly consisting of actual savings. 

4. Growth in the average amount due each savings depositor 
was approximately the same in mutual savings as in all national 
banks in the United States. Even after the rapid increase in the 
amount of savings deposits in national banks in the previous five 
years, the size of the average account in national banks in 1927 
was only 57.5 per cent of that of mutual savings banks. The size 
of the average time account increased more rapidly in the country 
banks than in the banks of the large cities. 

Broadly, then, the bank statistics show clearly that there could 
have been no appreciable amount of shifting of deposits from the 
demand to the time category on the part of large depositors in 
national banks. If there was any such shifting it was on the part 
of small depositors. We may safely say that the same conclusion 


would be valid for other commercial banks. 
D. R. FRENCH 
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PROSPECTS OF SOUTHERN TEXTILE UNIONISM 


AMPAIGNS to organize southern textile workers have 
been waged intermittently for nearly half a century.’ 
As far back as the eighties the efforts of the Noble Order 
of the Knights of Labor had progressed sufficiently to result in 
several strikes in southern cotton-mill centers. Since the demise 
of the Noble Order, two branches of the American Federation of 
Labor have espoused the cause. By 1900 the International Union 
of Textile Workers had succeeded in establishing nearly a hun- 
dred local unions in the South. From that time until the close of 
the World War the work was carried forward by the United Tex- 
tile Workers of America, which organization had absorbed the 
International Union of Textile Workers. But practically all the 
local unions in the textile field of the region were destroyed 
through strikes by the end of 1918, and no permanent results were 
obtained. 

Prosperous conditions in the textile industry during the years 
1919 and 1920 favored unionism. Vigorous efforts of organizers 
sent South by the United Textile Workers produced the largest 
number of local unions ever formed in the South’s cotton mills 
with a paid-up membership numbering perhaps fifty thousand in 
the Carolinas alone. Then the cotton-industry boom came to an 
end in the depression year of 1921, and the unions that had been 
established so spectacularly were wiped out almost completely in 
lost strikes. After surveying the status of textile unionism, George 
Sinclair Mitchell stated in 1927 that it is “doubtful whether there 
are aS many as 2,000 paid-up textile workers in the South now.’” 
Another authority on trade-unionism in the South wrote in the 
same year: “The struggle for the right to organize has been long 
and bitter, ending last year in the complete abolition of every 
vestige of trade unionism.’ 

* See George Sinclair Mitchell, Textile Unionism and the South. 

2 Quoted by H. M. Cassidy, “Trade Unionism in the South,” Ediforial Research 
Reports, July 20, 1929, p. 575. 

3 Paul Blanshard, “Servants of the Spindle,” New Republic, September 28, 


1927, P. 144. 
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784 G. T. SCHWENNING 


But unionists did not quit the southern field. For a number of 
years the Full-fashioned Hosiery Workers, a branch of the United 
Textile Workers, financed one of its organizers to engage in pro- 
motion work in southern states, to create “underground” locals, 
and to assist during strikes. A strike of eight hundred cotton-mill 
workers at Henderson, North Carolina, during the summer of 
1927 was instrumental in reviving unionization efforts. An im- 
mediate evidence of this revival of interest was the organization 
early in 1928 of the Piedmont Organizing Council by the Durham, 
North Carolina, Central Labor Union. Under its auspices numer- 
ous spirited public meetings were held in large cities and consider- 
able interest was stimulated in union activity. The Council was 
composed of southerners and represented the most earnest effort 
ever made by southern unionists themselves to organize the 
cotton-mill workers; but it nevertheless went out of existence in 
a year. 

The years 1929 and 1930 will long be remembered in the history 
of labor-capital conflict in the South. A. series of hard-fought 
strikes in cotton-mill communities fired the American Federation 
of Labor to attack the southern field with unusual vigor. At 
several conferences and at its annual convention held in Toronto 
in 1929 funds were pledged and plans formulated to conduct a 
powerful organization drive in the South, with emphasis on the 
textile industry. Birmingham was selected as the southern head- 
quarters, and the campaign was launched early in 1930. A corps 
of organizers entered mill centers with the avowed purpose of 
unionizing textile operatives. American Federation of Labor off- 
cials made a tour of the South; and President Green announced 
publicly that “this is no mean gesture but a great crusade on the 
part of this great organization.” 

The record of results is meager, indeed, and, as far as textiles 
are concerned, history seems once more to have repeated itself. 
The Henderson union died with the defeat of the strike that 
brought it into existence. Nor did any lasting unionism result 
from the conflicts at Elizabethton, Marion, Gastonia, or Ware 
Shoals. Progress is reported at Huntsville, Anniston, and Green- 


4 Reported in the Greensboro Daily News, January 7, 1930. 
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ville.s It is also reported that go per cent of the textile workers at 
Augusta have been unionized. At Spray and Leaksville the locals 
are small and weak, while the Greensboro local is virtually non- 
existent. During the protracted strike at Danville a considerable 
number of the mill’s four thousand employees joined the union. 
Since this strike too was defeated, the position of this local is by 
no means strong. 

Unfortunately, official statistics are not available as to the 
actual accomplishments of the present campaign; and personal 
investigation proves that press reports are unreliable. Corre- 
spondence with the central office of the United Textile Workers 
yielded these facts: 

.... Since the opening of the campaign we have organized about 30 
local unions in various parts of the South. As to the number of members, 
it is a very difficult matter for us to give you exact information and we never 
make a practice of divulging the number of members in any of our local 
unions; however, I would say to you that we organized approximately 
25,000 since the opening of the campaign but the majority of these, owing 
to unemployment and the stretch-out system, are unable to pay dues. Owing 
to these circumstances, we keep them on our books as members of the 
organization.’ 


In view of the fact that southern cotton mills alone employ ap- 
proximately 300,000 workers, the accomplishments are not im- 
posing, especially when those who have been organized are unable 
to pay dues. Better results can be shown in other branches of 
industry, but “the fortress of the textile industries has shown few 
signs of yielding.’* The defeat of the Danville campaign, upon 
which the American Federation of Labor based much of its hope 
of organizing southern textiles, is likely to retard further vigorous 
efforts in the South’s textile centers for some time to come. The 
conclusion seems unavoidable that the movement to unionize the 


s George Sinclair Mitchell, “Organization of Labor in the South,” Annals of the 
American Academy of Political and Social Science, January, 1931, p. 186. 

6 Textile Worker, March, 1931, p. 742. 

7 Letter dated May 8, 1931, and signed by Francis J. Gorman, international first 
vice-president, United Textile Workers of America. 

8 Mitchell, “Organization of Labor in the South,” Amnals of the American 
Academy of Political and Social Science, January, 1931, p. 186. 
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southern textile industry has been signally unproductive of 
permanent results. 

This outcome should occasion no surprise to those familiar with 
the labor situation in the industry. But many people justly 
sympathetic with the cause of southern textile operatives were 
unduly confident that unionism would conquer at last—‘‘the 
time seemed to have come for a powerful effort; the cause of 
organization had never stood so high in the region, and southern 
labor itself had never been so united.’”® The numerous labor up- 
risings and the serious aspects of some of the strikes led to the 
conclusion that there existed an industry-wide, regional move- 
ment for the unionization of cotton-mill workers, and that the 
movement was irresistible. 

Such a conclusion does not seem to be supported by investiga- 
tion of the immediate causes of the recent strikes or of the power- 
ful forces that have thus far succeeded in resisting the introduc- 
tion of unionism in the South’s textile industry. It seems quite 
clear, on the contrary, that wage reductions and the introduction 
of the so-called stretch-out system were the fundamental causes 
of the series of labor disturbances rather than a concerted de- 
termination on the part of southern textile employees to exercise 
their right of collective bargaining. As a rule, union organizers 
came upon the scene after the breach between management and 
workers had occurred and then capitalized the disturbed situa- 
tion. It is true, of course, that recognition of the new local unions 
became one of the demands in most strikes; but the union appears 
to have been an after-thought, a means of accomplishing their 
immediate objective, and only a secondary issue in the conflicts. 

In the case of the strike at Henderson, eight hundred opera- 
tives left their machines quite spontaneously and without any 
encouragement from labor leaders because their demand for a 
124 per cent increase in wages was denied. Refusal of the demand 
for an increase in pay was likewise the cause of the strikes in the 
American Glanzstoff Corporation and the Bemberg Corporation, 
at Elizabethton, Tennessee. In South Carolina some seven thou- 
sand workers staged spontaneous walkouts at Ware Shoals, 
Pelzer, Central, Greenville, Union, Anderson, and Woodruff. 


9 Ibid., p. 185. 
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These strikes took place without any particular leadership, the 
impelling motive in each case being the fact that the workers 
found the new efficiency methods intolerable. At Marion, North 
Carolina, widespread dissatisfaction with hours of work, wages, 
and unsanitary conditions in the factory, and attempts to speed 
up work, were the causes of the tragic labor revolt.” At Danville, 
Virginia, the workers objected to a 10 per cent wage reduction. 

In every case unsatisfactory conditions in the mills were at the 
bottom of these labor eruptions, not unionism. Speaking of the 
strike situation in 1929, Mitchell says correctly: “Rebellion 
. ... Came before unionism, and many of the strikers did not 
join at all..... In numerous small strikes in Piedmont, South 
Carolina, unionism was either avoided by the operatives or failed to 
become an issue.”** Where new locals were established, many 
workers joined the union largely in the hope that it would prove 
to be the instrumentality that would help bring management to 
terms. An exception is to be found in the disturbances that took 
place in Gastonia, North Carolina. But the exception is more ap- 
parent than real. It is true that organizers for the National Tex- 
tile Workers Union, a communistic union not affiliated with the 
American Federation of Labor, had been active for some time be- 
fore the strikes broke out. While the immediate cause of the 
strikes in this case was the discharge of several operatives of the 
Loray Mills for joining the union, the fundamental cause which 
prompted the workers to join a communistic union was the wide- 
spread dissatisfaction with conditions that prevailed in the par- 
ticular mill. Certainly these southern workers had little sym- 
pathy with the ultimate aims of this union. It is highly signifi- 
cant that the representatives of the communistic union were able 
to infect but two or three of the hundred-odd textile mills 
located in the community. Conditions in the Loray Mills had 
evidently become so unbearable to the workers that they were 
ready to follow any leaders who promised them immediate relief. 

We are justified, therefore, in regarding the labor disturbances 

% See Information Service (Federal Council of Churches of Christ in America, 
New York, December 28, 1929). 


“Organization of Labor in the South,” Amnals of the American Academy of 
Political and Social Science, January, 1931, p. 184. (Italics mine.) 
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for the last few years in southern textile centers as surface mani- 
festations of the existence of highly unsatisfactory labor condi- 
tions in the mills concerned. Collective bargaining was a minor 
issue in the disputes, incidental to the workers’ efforts to correct 
what they regarded to be intolerable local conditions. This con- 
clusion is admitted even by those who would not hesitate to place 
the blame for the South’s labor troubles on labor leaders. Richard 

Woods Edmonds places a part of the responsibility on “trained 
and skilled agitators,’ but also finds that “the workers in some 
of the mills had been offended by tactless methods used in intro- 
ducing an efficiency system, and were ready for a fight.”"* David 
Clark, editor of the Southern Textile Bulletin and avowed enemy 
of unionism, makes this comment: 

Many persons attribute these strikes to labor union agitators and organ- 
izers. While we know that eight unior organizers were placed in the South 
about two months ago and we had notified several presidents of such men 
in the mills we do not believe that any of them had anything to do with the 
disturbances which have occurred. 

It is almost impossible for a stranger who does not understand the mill 
operatives of the South to secure their co-operation and it is also certain that 
at some mills efficiency has been stressed to the point of being unfair to the 
employees. Labor unions and labor disturbances will come to the southern 
mills whenever mill presidents and mill managers reach the point that they 
are willing to do things and make regulations which are unfair." 


Many similar statements have come from the management 
group and might be quoted. They are worthy of attention since 
they are a frank admission that the cause of the conflict between 
management and workers was not labor organization but labor 
exploitation. What has been interpreted as a labor uprising in 
the South was merely the random motions of desperate men. The 
strikes were simply local, spontaneous protests against conditions 
in the individual mills which were held to be intolerable by the 
workers—protests that for a time took on the appearance of an 
industry-wide movement for collective bargaining. 

Whatever the immediate or fundamental causes of the capital- 


“The Workshop of the Carolinas,” Review of Reviews, October, 1929, p. 74. 
3 Greensboro Daily News, April 2, 1929. 
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labor disputes in southern (extiles for the last few years, the fact 
remains that labor lost the battle. Various factors made it easily 
possible for management to deny the demands of the workers and 
to crush their new unions. After nearly fifty years of unionization 
activities the southern textile industry is still virtually unorgan- 
ized. A review of the several forces that account for the unorgan- 
ized state of the industry shows that they have their roots deep 
in the economic and social structure of the region and discloses 
the magnitude and complexity of the problems facing labor 
organizers in their task. 

The superabundance of man-power in the South is in itself a 
leading obstacle to unionization. According to the 1930 census 
the three southern regions—the South Atlantic, East South Cen- 
tral, and the West South Central—have a combined total popula- 
tion of nearly 38,000,000. There are almost 16,000,000 inhab- 
itants in the South Atlantic states alone, or twice the number 
in New England. North Carolina, the most prominent industrial 
state in the South and the first textile-producing state in the 
country, leads the South Atlantic states with a population of 
3,170,276. Her industries employ only some 225,000 of the peo- 


ple. By 1926 industry in the southeast had absorbed but 18.7 
per cent of the gainfully employed, while the corresponding figure 
for the United States was 30.8 per cent. The reservoir of po- 
tential factory workers is, therefore, huge and is important among 
the factors that have attracted industrial activities to the area, for 
“probably the greatest single factor is that of labor. It is a case 


15 


of capital and industry going to the labor supply. 

The abundant human resources of the region have been widely 
advertised in the scramble for industries. One southerner believes 
that “there is no exhaustion of this supply, for the Piedmont 
and Mountain sections are populated with families of Roose- 
veltian characteristics. The prospects are that no matter to what 
extent the industrial South is developed, there need be no fear on 


% Commercial Survey of the Southeast (U.S. Department of Commerce, 1927), 
Pp. 209. 
Ss Tbid., p. 113. 
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the score of exhaustion of native labor to man the factories.” 
There is much truth in the statement, for the birth-rate in the 
South is very high. For many years up until 1924 North Carolina 
held first place in the country in birth-rates. The following obser- 
vation is to the point: 

For both white and colored people in the rural southern districts the 
excess of births over deaths is very great. It averages 18 per thousand for 
the rural white population and 12 for the rural colored population 
Thus the South is a great breeding ground for labor. In terms of actual 
numbers this means about 80,000 more Negroes are born annually than the 
number dying in the southern rural districts and the excess of white births 
over deaths is something like 300,000. In the past decade [1920-30] there 
was a natural increase among southern rural Negroes of about 800,000."7 


The effect of this situation upon the labor movement should be 
obvious, yet it has not been given adequate consideration. If a 
mill’s employees walk out because they are dissatisfied with con- 
ditions, the management meets with little difficulty in securing 
another working force. Here is a pertinent comment of one 
observer: 

There is available a very large surplus of labor and any mill management 
that cares to do so can shut out strikers, as the Loray Mill did, and replace 
them with fresh help. On one of my visits to the strike area last spring the 
head of one mill told me that he had 594 jobs in his mill and 815 people on 
his payroll. Asked why, he explained that only 47 per cent of them were 
working full time; that he thought it was better to give part time jobs to a 
large number of people, and at least provide subsistence, than to employ a 
smaller number on full time and have a larger list of unemployed." 


An employer states: “Today the mill villages throughout the 
South have a surplus of workers, people begging for work.’’” 
The existence of an unusually large labor supply in southern 


*6 Wade H. Harris, ‘Abundant American Labor South’s Great Asset,”’ Thirty- 
fifth Report of the Department of Labor and Printing of the State of North Carolina, 
pp. ix-x. 

17 T. J. Woofter, Jr., A Study of the Economic Status of the Negro (an unpublished 
report dated June, 1930, and prepared under the auspices of the Rosenwald Fund 
at the request of President Hoover), p. 24. 

#8 Edmonds, op. cit., p. 73. 

% Address of President B. E. Geer before the American Cotton Manufacturers 
Association, Augusta, Georgia, A pril 24, 1931, p. 8. 
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states is a fact that is generally recognized. Now when a condi- 
tion exists, as it does in the Southeast, where labor is so plentiful 
that the supply cannot be controlled, and where there are a great 
many people eager to fill every job in cotton mills at almost any 
wage and under any conditions, the union can obviously hope to 
make little, if any, real headway. 

Not only does the severe competition for jobs among this over- 
supply of workers militate against union organization, but also 
the fact that they are largely unskilled and therefore easily re- 
placed. Southern cotton mills have in the main fabricated only 
the coarser grades of goods, thus being able to utilize men and 
women with little or no factory experience. The slow growth of 
the fine-goods industry in the South, and the tendency to make 
greater use generally of semiautomatic and automatic machinery 
in industry, tends to perpetuate this situation. To the mill hands 
this means lack of bargaining power; and it is commonplace 
knowledge that unskilled workers have made practically no 
progress in organizing themselves into unions anywhere in the 
country, even in the older industrial areas. 

To the problem of a glutted and unskilled labor market there 
must be added the dire poverty of the population as a significant 
obstacle to any rapid extension of unionism. In his study of ten 
southern states Professor Clarence Heer found that the per capita 
income for the years from 1919 to 1921 was less than half that of 
the people in the rest of the country.” A comparison of the federal 
income taxes paid in 1927 by New England with those paid by 
the entire South leads to the same conclusion. Basing the com- 
parison on official population figures for 1926, the per capita 
federal income taxes paid in 1927 by the South was $8.18 while 
New England paid a per capita tax of $19.71." According to a 
regional survey made by the United States Department of Com- 
merce,” the income for the Southeast in 1926 was $3,533,025,000 
as compared with $74,413,851,000 for the United States. This 
means that the Southeast, with approximately 10 per cent of the 

2 Income and Wages in the South, p. 9. 

2t “New England and the South Again,” Industry, February 11, 1928. 

22 Commercial Survey of the Southeast, p. 225. 
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country’s population, received in that year less than 5 per cent 
of the national income. 

The unprofitableness of farming, which is still the major source 
of income for the people in southern states, is important in 
explaining this condition. In some regions of North Carolina re- 
turns on farming are so low that the agricultural population is 
gradually consuming its capital, being reduced to tenant status, 
and is eventually being forced into the mills. According to a 
study of the farm business of 1,115 farms in various parts of the 
state of North Carolina in 1927,” the average annual cash income 
was found to be $556. If the average family living of $478 ob- 
tained from the farm is added, the study shows that the total 
family living in the state was $1,034. However, this figure is con- 
siderably reduced if the unusually profitable peach-growing area 
is omitted. In one county the average cash income per farm for 
the year was $107, in another $86, in another $83, and in one it 
was as low as $59. 

A government investigation™ of 288 farm families in Gwinnett 
County, Georgia, shows that during 1924 the average income per 
family from all sources was $591. Deducting average expendi- 
tures of $167 per family for farm operations leaves the sum of 
$424 per family. This was the year’s return to families whose 
members averaged 5.02 in number in a typical cotton county of 
the Piedmont section during a year when their cotton crop 
brought them an average price per pound of 22.4 cents. The re- 
sults of this situation in the county over a longer period is de- 
scribed by the United States Department of Agriculture in these 
words: 


The period between 1920 and 1925 was a discouraging one to most 
farmers of Gwinnett County, and tenants and owners alike saw their assets 
melt away and their debts mount. Many turned to other occupations and 
localities to get a living for their families. Between 1920 and 1925 the num- 
ber of farms in operation decreased by 730..... Many owners lost titles 
to their farms, contributing to a decline of 237 in number of owner-operated 
farms..... The number of tenant farmers declined 494... . . Some ten- 


33 See Report of the Tax Commission of North Carolina (1928). 
4 Condition of Farmers in a White-Farmer Area of the Cotton Piedmont, 1924-1926. 
(Circular No. 78 of the U.S. Department of Agriculture, 1929.) 
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ants who owned their work stock in 1920 were farming as croppers in 1925. 
The result is shown in the decline of 594 in the number of tenants farming 
with their own work stock. .... 2s 


One study of incomes in the cotton belt gives these facts: 

The purchasing power of this region [the Southeast] is low; the principal 
agricultural worker, the share cropper, is allowed about $300 per year on his 
ee As 50 per cent of this is lost in time purchases, there is left only 
$150 in money buying power. The average crop in this particular county in 
1924 brought a $600 return, which was shared between tenant and owner.” 
A report on the incomes of 329 farm families in one county of 
North Carolina during 1921 shows that the average daily cash 
income from all sources per person was about 23 cents; that for 
51 white tenants was 12 cents, and for white farm-owners 34 
cents.” The earnings of farm laborers are likewise low. Average 
yearly farm wage-rates for the United States were in January, 
1930, as follows:* $32.29 per month with board, $46.80 without 
board, or $1.73 per day with board, and $2.27 without board. 
The comparable figures for the South Atlantic states were $23.28, 
$34.12, $1.24, and $1.62. 

The significance of the extremely low incomes of the agricul- 
tural population of the South has been indicated by Dr. Woofter 
and is worthy of serious consideration. To quote him at some 
length: 

Up to 1910, in the South, the work of clearing forests and converting the 
cleared land into crop land proceeded normally until only 41,000,000 acres 
were not in farms. .... Since 1910 the area in farms had decreased about 
25,000,000 acres. So that there were in 1925, 66,000,000 acres outside of 
farms. It is depressing in the extreme to travel through many sections of the 
cotton belt where idle land stretches by the roadside for many miles and all 
houses are vacant showing the desertion of many fertile acres which are 
growing up in broomsage and brambles. Green, and the counties of central 
Georgia, .... present a particularly deserted appearance. It is possible to 


ride from one town to another without passing an occupied farm. ... . 
Not only has there been a decrease in the amount of land in farms but 


5 Ibid., p. 12. 

26 Commercial Survey of the Southeast, p. 200. 

27 See J. A. Dockey and E. C. Branson, “How Farm Tenants Live,” University 
of North Carolina Extension Bulletin, November 16, 1922. 

U.S. Department of Commerce, Commercial Yearbook, 1930, I, 201. 
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there has also been a shrinkage in the land which may be classed as im- 
proved. This includes the crop land and plowable pasture land. Between 
1920 and 1925 there was a decrease of 10,000,000 acres of improved land in 
the South. This in spite of the fact that 42,000,000 acres of woodland in 
farms were cleared. These 42,000,000 acres [which] might have been brought 
into cultivation have not been tilled and in addition 9,000,000 acres, which 
had been tilled in 1910, lie idle. The cutting of this 42,000,000 acres of 
woods was a testimony of the financial straits of the farmers during the 
deflation. Woodcutting was resorted to as a last means of raising cash 

There was a loss of 114,000 farms in the four states, South Carolina, 
Georgia, Alabama, and Mississippi 

The number of farm animals and the number of farms having these 
animals .. . . showed a most discouraging drop from 1920 to 1925; the 
number of cattle in the Southeast decreasing by one million and a half, the 
number of swine by five million and the number of poultry remaining 
practically stationary. So that in 1925 there were 580,000 farmers in the 
Southeast who had no cattle; 900,000 farms which had no pigs; and almost 
300,000 with not even a chicken.” 

The extremely low living procurable on the farms has resulted 
in a veritable migration to urban centers in the South. In spite of 
the high birth-rate, the farm population decreased during the 
five-year period from 1920 to 1925, by 1,307,219 in the states of 
Georgia, South Carolina, and Alabama, and by 849,275 in Missis- 
sippi.” In the ten southern states studied by Professor Heer the 
farm population declined 11.8 per cent between 1920 and 1925, 
though in the rest of the country the reduction was but 6.4 per 
cent.* The shift is to the industrial centers. Between 1919 and 
1927 the number of wage-earners in ten southern states increased 
by 9 per cent while in the remainder of the country there was an 
actual decrease of 9 per cent.” Here is a picture of what is taking 
place in Piedmont, North Carolina: 

The rapid growth of industrial centers in the Piedmont has caused a 
noticeable shift in the population from the outlying farm communities to the 

Around the larger towns many of the farms are used as places 
to live by town workers rather than as sole means of livelihood. . . . Money- 
crop farming does not pay large returns in many areas of the region 
As a rule, farm incomes are far below the state average. In the future there 
is likelihood that the farms of the Piedmont will be used in increasing num- 
bers as homes for town workers in order to maintain a standard income. 

»% Op. cit., pp. 4-8. 3° Jbid., Table VII. # Op. cit., p. 23. 3 Ibid. 

33 Report of the Tax Commission of North Carolina (1928), p. 75. 
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A recent statement by a mill manager puts the situation in 
these words: 

The prostration of agriculture in the South reacts seriously upon mill 
villages to which farmers, especially tenants and croppers, are migrating in 
ever increasing numbers. It is well known that we get our cotton mill work- 
ers from the farms. This has been the source of supply from the beginning 
of the development of the textile industry in the South and is still our source 
of supply. The cotton mill workers compete only with people from the farms for 
jobs in the mills.# 

Employment in mills is the oniy immediate solution of their 
economic problem for great numbers of these people; for, in spite 
of the low wages in cotton mills, they are better off there than 
they were on the farm. Take the case of the farm laborer. If the 
farm hand maintained himself at the rate of $34.12 per month, 
his annual income would be but $409.44. This same man’s in- 
come in a cotton mill in Alabama, the state with the lowest aver- 
age full-time earnings of $13.42 per week, would be $697.84, while 
in North Carolina he would earn $855.92. It is not difficult to 
understand that the condition depicted is a distinct handicap to 
trade-unionism. Under such conditions it is not to be expected 
that those who have succeeded in securing jobs in cotton mills 
will readily jeopardize their improved economic status by union 
participation, especially when union activity is almost always 
cause for discharge. In an economy such as prevails in the South- 
east, which produces annually hordes of desperately poor people 
who are crowding the gates of industries for work at any wage and 
under any conditions, the union movement faces an almost in- 
surmountable difficulty. The disparity between the supply of and 
the demand for workers at prevailing wage-rates is too great to 
make effective union organization easily possible. 

The income of cotton-mill wage-earners is conditioned to a 
very considerable extent by the enormous labor surplus and the 
earnings and standards of living in the rural South. Wage-rates 
are consequently far below those prevailing elsewhere in the 
country. Some idea as to this differential may be gained from 
the figures shown in Table I. 

The incomes of common labor are low as well in the South. 


4 Geer, op. cit., p. 8. (Italics mine.) 
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Average hourly wage-rates for this class of wage-earner in 1928 
were: for the country as a whole, 44.9 cents; for the South At- 
lantic states, 29.4 cents; for the East South Central states, 24.0 
cents; and for the West South Central states, 33.8 cents.*s “For 
common labor in general, southern wages seem to range from 50 
to 65 per cent of wages in comparable employments elsewhere.”* 

Unionization is difficult, not only because the poverty of south- 
ern workers forces them to compete for jobs under any conditions, 


TABLE I* 


AVERAGE Futt-Trwe EARNINGS PER WEEK IN 
Cotton MILLs, 1926 AND 1928, BY STATE 











State 1926 1928 
ss ot cad ann meen $13.26 $13.42 
ES a6 500 ate mae 19.61 19.86 
Georgie... .....ceeeeees 14.25 14.59 
ee 18.89 17.69 
Massachusetts........... 20.03 19.13 
New Hampshire......... 23.08 22.46 
ER eee 20.23 19.59 
North Carolina.......... 16.13 14.46 
Pennsylvania............ —S ee eae 
Rhode Island............ 20.43 21.40 
South Carolina.......... 13.89 14.30 
iach becmnan ad 16.73 17.41 











* U.S. Bureau of Labor Statistics Bulletins, Nos. 446 and 492. 


but because it gives them no economic strength during strikes. 
The union movement will find it difficult to advance in the South 
without an ample treasury, for funds are indispensable in carry- 
ing on extensive warfare with employers. During the last twenty- 
five years it has cost northern unions perhaps $1,500,000 to finance 
organizers and strikers in the South. Until southern workers can 
assume the burden of financing the organizing campaigns and 
strikes themselves, powerful and permanent unionization in the 
South can hardly be expected to materialize. They are simply 
too poor to pay dues regularly and to accumulate the huge treas- 
ury needed for the purpose—a fact made clear by the statement 
above that the United Textile Workers are carrying on their 


38 Blue Book of Southern Progress (1929), p. 204. 
3% Heer, op. cit., p. 53. 
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books people who cannot pay dues. It is highly fantastic to as- 
sume that unionism can become a reality without funds. 

The presence of the negro, who constantly encroaches upon the 
white worker’s place in industry, constitutes another problem of 
enormous proportions. The complications arising from this situa- 
tion are difficult to exaggerate and cannot be minimized by point- 
ing to the fact that southern workers are the most homogeneous 
group in America today. This homogeneity applies to white 
workers only, yet almost half of the working population in the 
Southeast is black. Though they are united religiously, they are 
at the same time irrevocably divided racially. Broadus Mitchell 
finds that “the presence of the negro operates upon industry in 
several ways, depressing wages, reducing skill, curtailing power 
to purchase manufactured products, diverting white workers’ at- 
tention from the economic to the race issue, and furnishing an 
enormous potential supply of industrial workers.” 

In 1926 negroes constituted over 40 per cent of the total popula- 
tion of the South.* As shown above, the natural annual increase 
among southern rural negroes alone is something like 300,000, not 
to mention the increase in urban negroes. Farming has been so 
unprofitable that huge numbers of negroes are moving into cities. 
Professor Woofter’s survey shows that over a million colored peo- 
ple left the rural districts of the South between 1920 and 1930, 
and that 650,000 of these moved to southern cities.” 

This means that a large negro labor reserve exists for the textile 
industry to draw upon as white workers attempt to raise their 
standards of living by means of organization. The argument that 
the colored man is by nature unqualified to become a capable 
textile operative is mere fiction, a notion advanced by white 
workers in self-defense. Note the following statement to the con- 
trary, expressing the view of management: 

Negroes can do this work. There is nothing about carding or spinning 
and weaving—in fact, no cotton-mill operation—that calls for anything 
above the average negro intelligence. Anybody, in the case of medium goods, 


37 “Growth of Manufactures in the South,” Amnals of the American Academy 
of Political and Social Science, January, 1931, p. 25. 


3% Commercial Survey of the Southeast, p. 14. 39 Op. cit., pp. 24-25. 
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can become a good cotton-mill operative, if such a one has two legs to stand 
on and ten fingers to tie knots with. There are hundreds and hundreds of 
negroes—Portuguese braves—black as sin, working in the fine cotton mills 
of one large New England center. There is one bleachery in New England, 
built and equipped to process the finest kind of goods, that employs a good 
many more blacks than whites. This proves that the negroes can do the 


work.” 

Prior to their emancipation negroes performed this work quite 
satisfactorily in a number of mills in the South.“ That they are 
by no means absent from textile mills in both northern and south- 
ern states today is shown by the fact that “negro textile workers 


TABLE II* 


DISTRIBUTION OF ToTAL NEGRO EMPLOYEES IN TEXTILE MILLS 
AND IN CoTTON MILLS FoR SELECTED STATES, 1920 








Total Negro Total Ni 
Employees in otal Negro P she 
State : Employees in} Unskilled | Semiskilled 
All Textile Cotton Mills 





Mills 
ie dalnwhans 4,642 4,450 3,873 577 
North Carolina......... 4,172 2,817 2,506 3Ir 
erry 3,272 2,270 1,852 418 
South Carolina......... 3,°77 3,075 2,765 310 
Massachusetts.......... 1,918 1,188 123 1,065 

















* Reid, op. cit., p. 79. 


increased from 2,949 in 1900 to 24,794 in 1920.” For the same 
period negro women workers increased in number in cotton and 
knitting mills from 1,157 to 6,081.“ A geographical distribution 
of negro workers in textile mills and a classification of skill is 
given in Table II. 

Given the opportunity, the negro will unquestionably seek 
employment as a cotton-mill operative in greater numbers in the 
future. But outside the pale of the union, he will constitute a 
menace to the southern textile-labor movement. He will work for 

# Cotton Mill Labor Conditions in the South and New England (Manufacturers 


Record Publishing Co., 1925), pp. 53-54- 
# See Ira de A. Reid, Negro Membership in American Labor Unions, pp. 76-78. 


# Ibid., p. 78. 
4 See Negro Women in Industry in 15 States, pp. 20-21. (U.S. Department of 
Labor, Bulletin of the Women’s Bureau [1929], No. 70.) 
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lower wages, and he is a potential danger as a strikebreaker. Even 
if the possibility of a race war should prevent the negro from being 
used extensively to defeat strikes, management can be expected 
to employ him increasingly in anticipation of troubles with organ- 
ized white employees. 

It seems impossible for the union to conquer the textile South 
without the active support of negroes who constitute so large a 
proportion of its population. Prospects of amalgamating the two 
races in a mutual union for the purpose of promoting their com- 
mon interests appear remote indeed. The official policy of the 
American Federation of Labor regarding the colored man’s status 
in the American labor movement has been equivocal. As sum- 
marized by one writer on the subject: 

It comprises a number of resolutions urging organization of Negro 
workers; a protest here and vacuous decrees there against efforts of radicals 
at organization; segregated organization of Negro workers in certain occu- 
pations through local and federal labor unions; a few pleas for organization; 
the employment at various times of a few Negro organizers; and a total 
inability, if not unwillingness to compel International unions to remove from 
their constitutions Negro exclusion clauses, or suffer expulsion from the 
Federation.“ 

In the South only a few feeble attempts have been made to 
bring blacks and whites together in mutual unions. Insistence by 
northern organizers that such a practice be followed as a practical 
necessity in southern states would only alienate white union- 
members and further retard organization efforts, as was clearly 
demonstrated during the strike at Gastonia. The long-standing 
racial antipathy and the growing competition for jobs among 
whites and blacks will almost certainly prevent the development 
of mixed unions in southern cotton mills. Indeed, this competi- 
tion has become so severe that a new order has been formed, the 
Black Shirts, whose major purpose is that of preventing negroes 
from taking white workers’ jobs. 

This view has been reiterated many times in recent years. 
Writing in 1928, the director of the Commission of Interracial 
Co-operation made the situation clear in a fearless article in which 
he said: 

“ Ibid., p. 32. 
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Organized labor in the South has, of course, not been particularly sympa- 
thetic with negroes. Negro workmen, on the other hand, are suspicious of 
labor or other organizations controlled by whites. These facts have in some 
important instances made it possible for them to be used as strike breakers 
and account largely for the slow development of organized labor in the 
South. So long as the Negro is outside, organized labor will be at a dis- 
advantage in the South. So long as white labor harbors its present attitude 
toward negroes, they cannot come into the organization. The leaders of 
labor recognize this fact, but to date they have had little success in dealing 
with it. The exception is among those crafts, such as bricklaying and plaster- 
ing, which are still held largely by negroes. This lack of cooperation between 
white and colored labor keeps wages low and the labor organizations weak.‘ 

Nor has affiliation with the union been an unmixed blessing to 
the negro. In some cases unions have permitted paying a lower 
wage to negroes than whites for comparable work. Furthermore, 
negro leaders have urged members of their race not to affiliate 
with white unions, or any union, because they would thus be more 
acceptable to industries hostile to unionism.” 

The general progress of negro organizations and the growing 
segregation of the races in the country also tend to weaken the 
southern textile-labor movement. The development of separate 
negro labor-unions, if accomplished, may become dangerous to 
the white union as a rival movement to split further the ranks of 
labor. There can be no complete victory for southern textile 
workers while they are divided along racial lines, yet the division 
is not only real but it appears to be increasing, owing to economic 
developments of recent years. It is a problem that will require 
supreme statesmanship on the part of those who would succeed in 
organizing the workers of the South’s textile industry. 

A prerequisite to substantial unionization is a relatively stable 
constituency. But such is not present in the South’s mill com- 
munities, which fact makes it virtually impossible to build up a 
treasury, to discipline officers and develop leaders, and to educate 
the workers in union strategy. Most of the cotton-mill operatives 
were farm tenants and landowning mountaineers not so long ago. 


4s Will W. Alexander, “‘The Negro in the New South,” Annals of the American 
Academy of Political and Social Science, November, 1928, p. 148. 

# See John P. Frey, “Attempts To Organize Negro Workers,” American Federa- 
tionist, March, 1929. 
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They are ex-agriculturalists who have not yet become thoroughly 
acclimated to their new industrial environment. Lack of adjust- 
ment to the strange life in a factory community and the roving 
habits acquired on the land partially account for the general rest- 
lessness among cotton-mill hands and their continual moving 
from one village to another. Labor turnover in southern textile 
factories is consequently very high as compared with mills in the 
North, the average figures being 189.5 per cent and 94.9 per cent, 
respectively, the figures for the South going at times as high as 
300 and nearly 400 per cent. That their agricultural past has 
confirmed the habit of moving about has long since been recog- 
nized. On this point we frequently read such comments as the 
following: 

The mobility of the restless, roving cotton grower has become a proverb. 
Dr. E. C. Branson says of these tenants, “They move from pillar to post 
from year to year. They are a migrating farmer. They are cursed with the 
restless foot of the Wandering Jew.” After the cotton harvest is over, one 
meets them in every nook and corner of the rural South, driving along the 
country roads with their scanty household goods piled in wagons, painfully 
exposed to the gaze of an indifferent world. In the United States it was 
estimated in 1922 that 19 per cent of all farms changed occupants. In eight 
cotton states from 30 to 40 per cent of the rented farms changed their ten- 
ants, the average for the whole South being 32 per cent.* 


The study of Gwinnett County, Georgia, confirms this view.” 
Of those operating farms early in 1925, 37 per cent had moved 
since the end of 1923. Also, 64 per cent of the croppers and 46 per 
cent of renters early in 1925 had moved on the farms they were 
occupying on or after January 1, 1924. 

While few of these people ever return to the farm permanent- 
ly,” for the population drift has been continually to urban cen- 
ters, they find their way back to the farm during seasonal depres- 
sions and during general business recessions. The process of be- 

4 See Lost Time and Labor Turnover in Cotton Mills. (U.S. Department of Labor, 
Bulletin of the Women’s Bureau [1926], No. 52.) 

# Rupert B. Vance, Human Factors in Cotton Culture, p. 153. 

*” Circular 78 (U.S. Department of Agriculture), p. 35. 

%® Holland Thompson in his From Cotton Field to Cotton Mill, pp. 168-69, holds 


that they regard their employment in the mills as only temporary and hope eventu- 
ally to return to the farm permanently. 
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coming more or less permanently settled, acquiring permanent 
local interests, and developing group loyalties is therefore re- 
tarded—a fact that complicates the work of union organization. 

Also, nearly half (approximately 40 per cent) of the operatives 
employed in southern textile mills are women, and it has been 
found that they are not easily organized. It is at times argued 
that “as the rising generation comes to ascendancy among the 
mill-workers, southern strikes will begin to be won.” But what 
proportion of the present mill personnel is composed of the second 
or third generations? Personal observation gives the strong im- 
pression that they are conspicuous at union meetings by their 
absence. Then the rapid migration from farms to cotton mills is a 
relatively recent phenomenon, and has taken place since the 
southward shift of part of New England’s textile industry. In 
these new mills first-generation workers probably predominate. 
Moreover, students of the situation find that the young genera- 
tion complicates the organizer’s task. One observer states: ‘““Then 
there are the descendants of these ex-tenant farmers and former 
mountaineers. These descendants have grown up in the older 
mill towns and often become a fixed part of it. For them, the mill 
town is sufficient unto itself. To a labor organizer, they are a 
problem hard to solve.” Another observer, speaking of women 
and young persons, says that “these groups are said by union 
leaders to be particularly ‘hard to handle.’ ” So long, then, as 
these factors of instability among the prospective union constitu- 
ency persist, and the difficulties of organizing women and young 
people continue, the establishment of lasting and effective unions 
will be a difficult task. 

In an analysis of the southern textile workers’ background as a 
unionization problem, one must not overlook the fact that their 
long agricultural experience has bred in them a rugged self-reli- 
ance. The great majority of them are not far removed from the 
farm from which they have brought with them the cultural tradi- 


5 W. J. Cash, “The War in the South,” American Mercury, February, 1930, 
p. 168. 

8 Clarence E. Bonnett, “The Industrialization of the South in Relation to 
Labor,” American Federationist, November, 1928, p. 1304. 


8 Cassidy, op. cit., p. 583. 
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tion of individualism. They come from a stock that for genera- 
tions solved its problems individually, and from an environment 
in which collective action, such as is called for in labor-unionism, 
was unknown. Owing to their past rural isolation and lack of edu- 
cational advantages, they know little of the history of western 
industrialism and the part unionism has played in protecting 
factory workers and in advancing their economic and social inter- 
ests. They are, consequently, more interested in the immediate 
present, in “good running work,” than in collective bargaining. 

To the southern labor movement the mill workers’ cultural 
background presents an obstacle not easily surmounted. These 
workers are not readily enrolled in the union, and even when they 
become members there is little certainty that they will maintain 
that relationship long. Few are cognizant of the history and ob- 
jectives of the labor-union, or its possibilities in advancing their 
collective cause. Organizers realize, therefore, that their immedi- 
ate task in southern textile centers is that of carrying on a long 
educational campaign. Chautauquas and barbecues frequently 
form a part of this educational program. Until these mill people 
slough off the individualism they retain from their agricultural 
background, until the labor movement convinces them of the 
practical value of the union, and until by social progress and eco- 
nomic pressure they acquire the habit of group action, unionism 
can hope to make little more than temporary headway during 
labor disturbances. 

The organization of textile workers is further retarded by the 
fact that unionism in the South is not an indigenous movement. 
Certainly there exists no great native movement to unionize tex- 
tiles on an industry-wide scale, in spite of numerous efforts to 
establish unions in connection with the strikes of 1929 and 1930. 
The reasons for this condition have been discussed in part, among 
them being the fact that mill workers have not yet become union- 
conscious. During controversies with employers they have usu- 
ally, but not in every case, resorted to the union partly because 
they hoped it might help them to achieve victory and partly be- 
cause the union was urged upon them at the time by professional 
organizers from outside. The benefits these workers have derived 
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from the union thus far have been so meager that it has far from 
demonstrated its value to them. Since strikes have quite gener- 
ally failed, the people see little value in paying dues to the new 
local when it is too weak to win their battles.“ 

Those sympathetic with the cause of southern labor are likely 
to overlook or disregard the fact that unionism is in no small 
measure alien to the South. Instead of having been developed 
locally to meet the local needs of labor, the union is a foreign 
institution forced, to a considerable extent, upon the region by 
outsiders. Industrialism has not as yet advanced to a stage in 
southern states where the workers of the locality feel that they 
are grossly exploited and must organize to protect their interests. 
The apparent apathy of southern factory workers to unionism ex- 
plains why unionists in the North have initiated and led the 
major organization efforts in the South for nearly half a century, 
why they have had to carry the burden of financing southern 
organization campaigns, and why their great task still consists of 
doing educational work to convince southern textile workers of 
the benefits of unionism. No one is surer than organizers them- 
selves that these mill operatives are as yet little concerned with 
establishing their rights to membership in a union and with the 
theoretical principles of collective bargaining. 

The historical fact that northerners have taken so prominent a 
part in organizing the South perpetuates the issue of sectionalism 
and impedes the advance of unionization in the textile industry as 
well as in southern industry generally. The widespread distrust 
of outsiders has made it possible for managements to play upon 
the emotions of the wage-earners and to vitiate most unionization 
efforts by branding northern labor representatives as gratuitous 
agitators with sinister motives. It is quite true, as one writer on 
southern industrialism has said, that “the strong sectional con- 
sciousness of employees, their suspicion of outsiders, and the 
esteem in which many of them have customarily held their em- 
ployers, make them liable to desert the union in a crisis in favor 
of an employer or local politician in whom they have confidence.”’ss 


5 See Tom Tippett, When Southern Labor Stirs, esp. pp. 270-79. 
58 Cassidy, op. cit., p. 583. 
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Southern labor leaders are aware of this regional problem in 
organizing textile workers. Their dissatisfaction with the accom- 
plishments of outside leaders resulted in the frequent recall of 
northern organizers in the past and in the establishment of the 
Piedmont Organizing Council under the direction of native sons. 
Recent actions of American Federation of Labor officials would 
indicate that they, too, appreciate that southerners themselves 
must increasingly assume leadership if the stumbling block of sec- 
tional feeling is to be removed. Birmingham has been chosen as 
the headquarters for the present southern campaign and many of 
the northern organizers have been withdrawn and replaced by 
southerners. 

While this partial adjustment to the problem of sectionalism is 
good union strategy, it does not solve the problem. The fact re- 
mains that outside forces are back of the attempts to superimpose 
the institution of unionism upon a reluctant South. That north- 
ern unionized labor has no alternative only makes the task of de- 
veloping a powerful union in the South more difficult. Its posi- 
tion at home has been and continues to be endangered by the 
low labor standards prevailing in southern states—a danger that 
can be removed only by organizing the southern field. In the case 
of textile workers this danger is far from mere fancy, for manage- 
ment in northern, and particularly in northeastern, states has re- 
duced wages and demanded the revision of labor legislation during 
recent years on the ground that competition from southern mills 
made such steps imperative. 

Even though an unorganized southern labor market may not 
mean an extensive reduction of earnings for northern workers, it 
certainly tends to retard the improvement of standards for them. 
To protect itself, then, against “the southern danger,” organized 
labor in the North must continue its work of unionizing the 
South. But the effort has so far produced few lasting results in the 
textile field, partly for the very reason that it was the work of 
“foreigners” motivated by self-interest to bring to an unapprecia- 
tive South the blessings of unionism. It is consequently difficult 
to conceive that a South-wide labor movement will materialize 
until southern labor itself feels the need for such an organization 
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and then proceeds to form it under its own leadership. As far as 
textiles are concerned, the union does not appear to be in the 
immediate offing, for labor in this industry is still indifferent to 
unionism as such, and sectional animosity is far from being a 
thing of the past. 

Partially as a result of this exaggerated sectional feeling in regard 
to unionism, there exists in the cotton-growing states a veritable 
cult of opposition to the union. The public, civil authorities, the 
courts, and employers display a bitter hostility toward collective 
bargaining probably not equaled anywhere else in the country. 
To unionism this constitutes a hazard of disturbing proportions. 

Southern employers appear to be obsessed with the idea that 
the economic rehabilitation of the South was accomplished in 
large measure because the region was unhampered by unionism. 
To them prosperity and continued progress are impossible if once 
the union secures a foothold in southern industry; and they be- 
lieve that they are doing the South a service by fighting rather 
than yielding to the demands of organizers. These southern em- 
ployers are supported in their uncompromising hatred of the 
union by most of the new industrialists who have gone south in 
recent years to avoid being harassed by unionism and to take ad- 
vantage of the huge reservoir of cheap and reputedly docile labor. 

Public opinion has generally supported the industrialists in 
their determination to keep the South free from the menace of 
unionism. Many enlightened people in the South champion la- 
bor’s right to bargain collectively, but the masses still look upon 
the trade-union as an evil brought into the South by its enemies. 
The unthinking element has been encouraged by capitalists to 
identify the union with an iniquitous movement to destroy the 
sacred institutions of the home, the government, and the church. 

The press has exerted little effort to develop an enlightened 
public opinion regarding unionism, and has done nothing to ad- 
vance its cause in southern states. There are, of course, notable 
exceptions among newspapers and journals, but these are much 
in the minority. A southern editor states that “the overwhelming 
majority of southern newspapers, if one includes the weeklies, 
have indulged in little or no discussion of the social and economic 
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ramifications of industrialism.”’ He finds the press to be gener- 
ally unfriendly to labor-unions and says: “In all candor, also, it 
must be said that there is no essential sympathy, even among the 
more socially inclined editors, for the textile union. They con- 
ceive it to be the puniest, poorest-brained of the labor unions. 
. . .. Editors had rather not see the unions come.”’*” That many 
of them have been savage in their attacks upon unionism is well 
known. 

Civil authority has been on the side of management when 
labor disputes have developed into strikes. Labor organizers have 
popularly been blamed for all labor disaffection. They are gener- 
ally branded as “agitators,” and are still looked upon as the worst 
class of undesirables. Kidnapping, flogging, and terrorizing of 
organizers have therefore been done with impunity. And the 
courts have shown no particular sympathy with unionists or 
union sympathizers, as the recent labor trials show. Commenting 
on the outcome of the trials incident to the tragic strikes at Mari- 
on, North Carolina, during 1929, one newspaper editorial ex- 
presses this fact in these caustic words: 


North Carolina 1929 history repeats itself as the year draws to a close, 
in the result of the trial at Burnsville of eight peace officers of McDowell 
for the killing of six men. It has been the state’s year of violence as an 
incident to labor-capital disputes. In no case has a court found blood guilt 
when the blood shed was that of a striker or strike sympathizer; no officer 
or private citizen has been convicted of violation of law following any act 
of violence, whether pitched battle, assassination, assault, mob action in 
daytime or night time. Per contra, in no case has a group of strikers or strike 
sympathizers failed of the law’s condemnation, except one, where the indict- 
ment was highly fantastic, and the acquitted are left facing other charges. 


The ready support of industrialists by civil authorities in dis- 
patching troops to the scenes of labor disturbances is further evi- 
dence that the South entertains firm hopes of keeping out the 
trade-union. Another southern writer makes this point clear in 
discussing the notorious situation that developed in connection 
with the strike at Elizabethton, Tennessee. He writes: 

s6 Mark Ethridge, ‘“The South’s New Industrialism and the Press,” Annals of 
the American Academy of Political and Social Science, January, 1931, p. 251. 

5 Ibid., pp. 252-53. % Greensboro Daily News, December 23, 1929. 
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The point to be noted . . . . is the anxiety that the industrialists of the 
state showed to have the strike broken. It is hardly likely that Governor 
Horton and his advisers would have been sufficiently interested in the 
German mill owners to rush troops to their assistance for their sake alone. 
The truth seems to be that the Tennessee manufacturers were apprehensive 
of a labor success at Elizabethton... .. There is reason to believe that the 
troops went to Elizabethton to quiet this apprehension.’® 


Organizers know from experience that the system of paternal- 
istic labor relations prevailing in southern textile centers gives 
management a ready and powerful weapon with which to fight 
the union. The fact that the mills are relatively small units situ- 
ated to a large extent away from the centers of population has 
contributed to the development of a type of labor management 
peculiar to the region. Accompanying features of this scheme of 
personnel relations are extensive welfare work, the ubiquitous 
company-owned mill village, and complete control over the lives 
of the operatives. Frequently there exists a close bond between 
management and workers, the management taking a genuine 
though paternalistic interest in their welfare. In the main, the 
scheme holds out distinct advantages for the employees. For the 
vast majority of them life in the cotton-mill villages, even in the 
sordid ones, is a marked improvement on the life these people 
lived in the rural and mountain sections from which they came.® 
Then during the last fifteen years many industries have con- 
structed modern villages, some of which have become model 
towns. 

Whatever our ultimate judgment may be as to the social de- 
sirability or undesirability of the institution, while this system of 
industrial relations exists, and it appears to be thoroughly in- 
trenched in the South, it greatly inhibits union progress. Theo- 
retically the mill village could be considered a help rather than a 


89 Quoted by Cassidy, op. cit., p. 585. 

See Paul Blanshard, Labor in Southern Cotton Mills, pp. 43-49, and G. T. 
Schwenning, ‘‘A Pragmatic View of Employee Welfare Work,’’ Contemporary Indus- 
trial Processes, pp. 66-73. (University of North Carolina Extension Bulletin, 
October, 1930.) 

& See E. S. Draper, ‘‘Southern Textile Village Planning,” Landscape Architect, 
October, 1927. 
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hindrance to unionism, since a compact group of workers living 
together in the same community and working for a common em- 
ployer should be more easily organized than if their homes were 
scattered over a wide area. But in reality the village has been a 
peril to unionism. The close supervision exercised by manage- 
ment over the activities of the villagers has made it possible for 
them to discover and move out of the village any employee who 
has shown an undue interest in the union. Furthermore, the gen- 
eral eviction of these workers from company houses during labor 
disturbances and the support of the militia to protect company 
property have been significant factors in defeating strikers and in 
subverting labor organization. 

Employers are strengthened further in their position of opposi- 
tion to unionism through their several trade associations, which 
in the case of textiles are highly developed. They are united in 
their belligerence toward unions and in defeating legislation favor- 
able to labor. The presence of so strong an employers’ organiza- 
tion as the American Cotton Manufacturers’ Association, the 
support which employers receive from the public, the press, civil 
authority, the courts, and the mill village in their determination 
to save the South from the evils of unionism—all give a partial 
explanation why unionism in southern textiles has met with de- 
feat after defeat. They remain problems which labor leaders 
cannot regard lightly. 

The history of the American labor movement shows that it has 
progressed during periods of brisk industrial activity and business 
prosperity, and sustained losses during depressions. Since 1920 
the American Federation of Labor has lost in membership a con- 
siderable portion of the gains made in the prosperous years of 
the World War. The losses of the United Textile Workers have 
been unusually large. Yet with this history before it, and in spite 
of the known fact that the cotton-textile industry has been going 
through a severe depression for the last five years or more, the 
union made an organization drive on the industry in southern 
states during this very period. Launching the campaign at a time 
of general business recession practically doomed the effort to 
failure from the beginning. Most mills were in no financial condi- 
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tion to accede to union demands for wage increases. Indeed, 
rumor persists that in many cases mills owned by southerners 
have been kept running to furnish some income for their workers 
when prudence would have dictated that they be closed down. 
Unionists report that the strike was welcomed in Danville, as this 
gave the management an opportunity to close the mills and save 
on the pay-roll. The union probably could not avoid responding 
to the call for help when strikes occurred. But whether the launch- 
ing of the large organization campaign in southern textile centers 
was not ill timed is at least an open question. It required a great 
deal of optimism to believe that union organization could make 
any appreciable progress when the industry was so demoralized 
that it was profitable, in most cases, for the mills to close their 
doors in the event of a labor disturbance. As the negative re- 
sults seem to show, the time was simply not propitious. 

Such, then, are some of the major problems confronting labor 
organizers in the southern textile mills. They are essentially prob- 
lems peculiar to the region and explain, at least in part, why the 
textile union in the South is still more a wish than a fact after a 
long history of organization effort. These obstacles to union prog- 
ress constitute enormous difficulties, yet they have been accorded 
but passing mention in the current optimistic writings on the 
prospects of southern textile unionism. The survey of these prob- 
lems is not intended as a condemnation of labor leaders, or as an 
encouragement to employers to exploit workers on the assump- 
tion that the union is powerless to interfere. It is merely an at- 
tempt to call attention to some neglected factors that account for 
the unproductiveness of labor-organization efforts thus far among 
textile workers in the South and to the Herculean task facing 


organizers. 
G. T. SCHWENNING 
UNIVERSITY OF NortH CAROLINA 





AN ECONOMIC TREND FOR PRICE 


N “ECONOMIC TREND” (for price, say) has the usual 

A meaning of a trend, and has also an economic meaning. It is 

a function of economic variables, not a function of time or the 

like. Like any other trend it may be eliminated, and the corresponding 

trend-deviations may be studied; but an economic trend does not 
exist for the sole purpose of being eliminated. 

Such a trend for price emerges as by-product of a study of production 

in six Massachusetts industries.t Its economic meaning is the ratio of 
capital to product. Its trend meaning is as follows: 
Capital 
Product 
the beginning of a “long” period (1890-1928), then price crosses and 
recrosses trend during the period? and is approximately equal to trend 
at the close of the period. (Average 7 per cent deviation in 1928 for the 
six industries.) 

Moreover, the relation 


If the two indices price and are put equal to each other at 


Capital 
Product 


holds uniformly for each industry although there is no such uniformity 
in the behavior of the individual quantities which enter the relation. 
Thus in boots and shoes and leather both price and capital become 
large relative to product; in paper and metal products it is capital and 
product that become large relative to price, etc. And yet the three 
quantities price, capital, and product vary in such a way as to preserve 
invariant the trend-relation between them. 

So much for the trend itself. The deviations of price from this trend 
may now be studied relative to the trend deviations of other economic 
quantities, e.g.: 

1. The ratio of labor to capital; 

2. Labor’s share in the value product; 

3. Percentage return to capital. 

* C. W. Cobb, “Production in Massachusetts Manufacturing, 1890-1928,” Jour- 


nal of Political Economy, December, 1930, p. 705. The data and index numbers used 
in Joc. cit. are used also in the present study. 
? Price is below ae 1893-98 (circum) ; above it, 1898-1908; below it, 1908- 
1915. These periods vary slightly from one industry to another. 
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Trend Price= 
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TABLE I 
RELATIONS BETWEEN SHORT-TIME MOVEMENTS OF PRICE AND OTHER VARI- 
ABLES* EXPRESSED AS CORRELATIONS BETWEEN TREND Ratiost 
Capital 
Product 





A. Correlation between a) Price+ 


b) Trend ratio Labor (re falling trend, a—bé) 











Capital 

Industry Correlation Industry Correlation 
Boots and shoes....... 0.98 ac ee Eee 0.66 
Cotton goods......... 0.68 Metal products....... 0.84 
Woolen goods......... 0.78 (All) Massachusetts... 0.74 
ere ee 0.97 

B. Correlation between a) Price + Capital 
Product 
Total wages 
b) les sucdent (re average) 

Industry Correlation Industry Correlation 
Boots and shoes..... —0.39 ee 
Cotton goods....... —0.32 Metal products..... —0.44 
Woolen goods....... —0.17 Massachusetts. ..... —0.32 
Ee —0.36 

Capital 


C. Correlation between a) Price+ = auct-added 


b) Percentage return to capital (re average) 


Industry Correlation Industry Correlation 
Boots and shoes....... ©.gI Seen ae 0.84 
Cotton goods......... ©.70 Metal products....... 0.65 
Woolen goods......... 0.80 Massachusetts........ 0.86 
SINT Cc is cecnune as 0.36 


* Massachusetts data => 
uct in constant dollars; 


roduct = Value ue 
Product-added = Value-added in constant dollars; 
Capital is in constant dollars; 
Labor is average number of workers. 
Years 1917-20 omitted from all correlations. 


t Correlations A and B may be compared with Correlations 12 and 1, p. 733, “Some Statistical 
Relations,” Journal of Political Economy, December, 1929. 
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The method of study now will be correlation of trend-ratios. As for 
trends, the quantities (2) and (3) will be referred to their own averages 
for the period. The trend of (1) will be taken as a steadily falling func- 
tion of time (a—b#) in accordance with the assumption that there has 
been a steady tendency throughout the period to diminish the number 
of units of labor per unit of capital. 

In making comparisons with percentage return to capital the trend 
of price will be taken as capital+Product-added (value-added, in 
constant dollars) for the reason that some industries make a large 
share of their profits or losses in a given year on raw materials alone. 
The trend-relation for price is still valid with the substitution of prod- 
uct-added for product. 

Summary.—The long movements of price are similar to those of 
Cot The short movements of price are similar to those of Leber 
Product. Capital 
and percentage return to capital but are opposite to those of labor’s 
share in the value product. 





CHARLES W. CoBB 
AMHERST COLLEGE 











CAPITAL PRODUCTION AND CONSUMER-TAKING— 
A REPLY’ 


REJOICE that Professor Ragnar Frisch has written about some- 
| thing I can understand, namely, one of my own theories. (I use 

the phrase without implications of priority or exclusive pro- 
prietorship.) And I owe him thanks for pointing out the omission of a 
necessary qualification in an unguarded restatement of this theory, my 
original formulation of which he has apparently not seen. To correct 
possible false impressions, I feel moved to make two points. First, and 
of minor importance, my original statement of the theory was qualified 
so as to meet Frisch’s major contention. Second, the necessary quali- 
fication does not destroy the significance of the theory or of the 
mechanism it describes. This is more important, as I should not like 
to see a useful tool of analysis discredited for lack of a qualification 
which does not impair its essential force. 

Professor Frisch refers to my Economics of Overhead Costs, where I 
restated the theory, but not to the article in which I originally formu- 
lated it. In its place he has attributed to me an article in the Economic 
Journal of September, 1914, which happens to have been written not 
by me but by Mr. Bickerdike. My own original statement is found in 
the Journal of Political Economy, of March, 1917, under the title of 
“Business Acceleration and the Law of Demand.” In it I attempted to 
show the importance of the theory (in its qualified form). My original 
statement was that a decline in the rate of increase of consumer pur- 
chases can produce an absolute decline in the demand for long-lived 
means of production to make the goods in question.? The later state- 
ment, to which he takes exception, goes a step farther and claims that 
this must necessarily happen. To this he objects, quite correctly, that 
a small decline in the rate of increase of consumer purchases is con- 
sistent with a continued increase in the demand for means of produc- 
tion, because it may be outweighed by the increase in replacements 
(or, as he prefers to say, depreciation). He claims that I ignored this 
element, at least when it came to deducing consequences. What I did 


*Cf. Ragnar Frisch, “The Interrelation between Capital Production and 
Consumer-Taking,” Journal of Political Economy, XX XIX (October, 1931), 646-54. 
2 Op. cit., p. 218, 1. 7; also p. 223, Il. 2 and 16; p. 224, 1. 10. 
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was to assume replacement to “remain steady, since its fluctuations 
would not be sufficient to change the dominant movements.’ This 
statement still seems justified. 

However, in the original article, in the diagram on page 225, the 
curves are drawn on the basis of increasing replacements, and there- 
fore in harmony with Frisch’s contention. This appears very clearly in 
the upper pair of curves, where replacement is the dominant element. 
Here the dotted line representing derived demand continues rising long 
after the rate of increase in customers’ purchases has begun to decline, 
and so reaches its highest point considerably later. The lower curve, 
CC’, representing long-lived equipment, was, to the best of my recol- 
lection, drawn on the same principle. But, if so, the displacement of the 
highest point of the capital curve relative to the point of inflection of 
the consumer-purchase curve is so small in this type of case that it has 
become lost in the process of drafting for reproduction. One thing 
which not even faulty drawing can destroy is the slight lag of the peak 
of new-construction-plus-replacement as compared to new construc- 
tion alone—this because the one curve is superimposed on the other. 
This lag amounts to perhaps one-twenty-fourth of an inch, representing 
some three weeks in a typical business cycle. Frisch’s mathematical 
development of this point seems excellent and has the advantage of 
applying to both types of cases: those of long-lived equipment and 
those of goods with rapid turnover. 

The theory in question should state thai a decline in the rate of 
increase of consumer purchases may produce an absolute decline in the 
demand for long-lived equipment, and (in the simplified illustration) 
must do so unless the changes in the rate of growth of consumer demand 
are very small. How small they must be is excellently shown in Frisch’s 
numerical example: a rate of growth diminishing each year by one- 
tenth of itself if the equipment lasts ten years, or by one-twentieth of 
itself if the equipment lasts twenty years, etc. In his illustration it takes 
four years for the annual rate of increase to shrink from 10 to 7.29 
per cent of the original amount. In the case of equipment lasting 
twenty years, the process must take twice as long and demand must 
never shrink more than one-half of 1 per cent in any year. It would not 
be easy to find cases in which growth has been as steady as this over 
any considerable period; therefore I doubt the quantitative importance 
of the qualifications. 


3 Economics of Overhead Costs, p. 392. 
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I appreciate the feelings of a mathematician at a casual “literary” 
treatment of a factor in what might be a comprehensive formula. But 
I hope mathematicians can also appreciate the legitimacy of sound 
formulations adapted to the thinking of the majority who are laymen 


in mathematics. 
J. M. Crark 


CoLumBIA UNIVERSITY 














BOOK REVIEWS 


The Federal Reserve System and the Control of Credit. By WALTER 
E. Spaur. New York: Macmillan Co., 1931. Pp. xviii+138. 
$1.75. 

Professor Spahr believes that the Federal Reserve System should 
make an earnest attempt to stabilize the price level. While the Federal 
Reserve Board has taken the position that such stabilization is not one 
of the duties of the system, the author maintains that “the great major- 
ity of leading authorities” believes stabilization of prices to be “the 
prime function of central banking systems.” He writes (pp. 124-25): 

It seems safe to say that the predominant opinion of those persons com- 
petent to judge is in favor of attempting to stabilize the price level, and that 
one of the best means of securing this stabilization is through the control of 
credit. While there is some difference of opinion regarding this contention, 
the opposition appears to be relatively unimportant... . . It is the con- 
ventional thing to judge the goodness or badness of a money and banking 
system according to whether it provides elasticity in the currency and there- 
fore stability in the price level. 


It is not absolute stabilization for which Professor Spahr contends; 
he realizes that the result can be only approximate. One of the chief 
difficulties is that the maintenance of serves against notes and de- 
posits, which must be a primary object uf central banking systems, will 
prevent the free exercise of a stabilization policy. There will be times 
when reserves cannot be protected if a stabilization policy is followed. 
Therefore, the author concludes, efforts to stabilize prices can be con- 
tinued only so long as there are surplus reserves. 

Professor Spahr lists seven instruments of credit control which can 
be used by the Federal Reserve System. They are as follows: (1) the 
rediscount rate, (2) open market operations, (3) the rationing of credit, 
(4) regulation of the amount of Federal Reserve Notes entering circula- 
tion, (5) persuasion, (6) warnings, and (7) the refusal of the reserve 
banks to rediscount eligible paper. While the rediscount rate and open 
market operations may be effective under certain conditions, he be- 
lieves there is a general tendency to overemphasize their importance. 
The rationing of credit is, on the whole, an ineffective weapon. While 
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persuasion may sometimes be sufficient, the author advocates the 
more liberal use of warnings supplemented, if necessary, by threats of 
refusal to rediscount eligible paper if the warnings go unheeded. By 
this method all banks which are rediscounting will not be penalized. 
Restrictive measures can be applied where needed, to “individual 
sinners.”’ Professor Spahr is certain that the Federal Reserve Banks 
have sufficient authority under the Federal Reserve Act to use this 
device in a rigorous manner, although they have shown little willing- 
ness to do so in the past. 

The author sees clearly that international co-operation would be 
necessary before a stabilization policy could be administered satis- 
factorily, and that, at the best, credit control by the Federal Reserve 
System must be an uncertain thing. Complete stabilization will not be 
possible until the present dependence on gold reserves is removed; even 
then it would be necessary for central banking systems to control all 
credit instead of only a fraction of it, as is the case today. “Moreover 
in times of war no stabilization policy would hold” (p. 112). But 
the fact that price stabilization can be only approximate should not 
deter us from making the attempt. The Federal Reserve System has 
the power. The use of the mechanism of the system for this purpose 
would not be contrary to the provisions of the Federal Reserve Act. 
Professor Spahr’s comment on the Strong Bill is that “while the general 
purpose”’ back of it “is an admirable one, and the passage of the bill, 
conceivably, could accomplish some good not now foreseen,’’ its chief 
defect is “its general futility” (p. 113). 

Professor Spahr is rather reluctant to criticize the Federal Reserve 
Board; but he feels that it was a serious mistake to lower rediscount 
rates in August, 1927, and to raise them in August, 1929. “A study of 
reserve policies during the year 1928 probably will reveal few errors” 
(p. 102). The Federal Reserve System, he asserts, has no concern over 
what happens on the stock market except to see that its credit is not 
used there. He points out that if the policy of buying securities which 
was followed in the late summer of 1929 was correct, “to meet the in- 
creasing and seasonal demand for funds—then the rediscount rate 
should have been lowered or left undisturbed” (p. 107). “The rate 
never should have been raised, and once raised, it should have been 
lowered at the first indications of a genuine collapse in the stock 
market ... .” (p. 106). 

The reviewer feels that the policy of the Federal Reserve Board dur- 
ing 1928 was more open to criticism than the author admits. A more 
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vigorous exercise of control in that year might have had beneficial 
effects, even though eligible paper had been penalized. Instead of con- 
cluding that the rediscount rate should not have been raised in August, 
1929, it would seem that it should have been raised more rapidly and 
by larger amounts in 1928. The author’s point that, if it was advisable 
to place additional reserve funds in the open market in 1929 by pur- 
chasing securities, then the rediscount rate should not have been 
raised, is logical. But to conclude that the mistake was in the raising 
of the rediscount rate is open to question. 

As to Professor Spahr’s assumption that all “competent” persons 
favor price stabilization, there will be some very vigorous dissent. The 
reviewer agrees with Professor Spahr on the advisability of price 
stabilization; but he would hesitate to accuse those who differ with him 
of being incompetent to judge the merits of the case. In other portions 
of the volume the author is, however, much more tolerant. In his dis- 
cussion of the advisability of permitting the Federal Reserve Banks to 
make Lombard Loans (which he is inclined to believe would be bene- 
ficial), in his advocacy of the publication of reasons for the actions 
taken by the Federal Reserve Board, in his general conclusions on the 
efficacy of credit control, and on most other questions, he reveals a 
commendable open-mindedness. 

Professor Spahr has written a most stimulating volume. He has 
made no attempt to offer a complete discussion of the problem; his 
treatment has been confined to those questions which he regards as 
fundamental. He is, therefore, not to be criticized for what some might 
regard as a superficial presentation. This essay was awarded the first 
prize in the Eighth Alvan T. Simonds Annual Economic Contest. The 
Introduction, by Mr. Simonds, should be read by those “practical” 
business men who maintain a contemptuous attitude toward “theory.” 

Cuar_es S. TipPETTS 
UNIVERSITY OF BUFFALO 


The Economics of Money, Credit and Banking. By F. Cyrit 
James. New York: Ronald Press Co., 1930. Pp. xvi+482. 
$4.00. 

Mr. James has written an introductory text which possesses two 
points of merit in marked degree. The first relates to composition: 
the author’s excellent style marks the book off from most of the ele- 
mentary literature on money and banking. In the second place, it does 
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not dwell at such length, as do most of the texts on the subject, upon 
purely routine operations, but emphasizes, rather, the significant eco- 
nomic problems which arise out of the functioning of the monetary 
and commercial banking systems. Of necessity there is a considerable 
amount of descriptive material, but it seems to have been kept to 
such a minimum as is necessary to enable a student to discuss intelli- 
gently the more theoretical issues. 

Approximately one-fourth of the book is devoted to the subject of 
money, and a fairly inclusive presentation is given. The discussion of 
the purely theoretical aspects of the value of money is somewhat brief, 
even for an elementary text. A concise summary of Fisher’s exposition 
of the quantity theory is given, and criticized upon the ground that it 
is inaccurate in a number of ways. Preference is given, therefore, to a 
presentation of the theory which emphasizes variations in the cash 
balances held by individuals, and which makes no distinction between 
money and deposits as circulating media. Mr. James follows Hawtrey 
in designating these cash balances as the “unspent margin.” 

In his use of the term “unspent margin” the author does not always 
indicate clearly whether he means the real value or the amount in 
monetary units (pp. 56, 57, 226, 235). In at least one instance this 
failure to use the term with precision leads to serious ambiguity. For 
illustrative purposes the assumption is made that there is an increase 
in the quantity of money outstanding, but that the individuals whose 
incomes are thus increased decide to build up larger balances at the 
banks rather than increase their expenditures. In this case it is stated 
that “the unspent margin of the community will have absorbed all of 
the increase in the total quantity of money, and no rise could occur in 
the general level of prices’”’ (p. 56). Of necessity the unspent margin 
will “absorb” the increase in the quantity of money, whether or not 
there is an increase in the price level. In this case it would be much 
clearer to say that the increase in the quantity of money would be off- 
set by an increase in the real value of the unspent margin, and that 
consequently there would be no increase in the price level. 

In the remainder of the discussion of money the author makes a 
number of statements which are not acceptable. He tells us that today 
business is entirely motivated by profits (p. 3). He states that the vol- 
ume of money “which is available bears no relationship whatever to 
the cost of production of the various kinds of money which are in use”’ 
(p. 49). If this statement be strictly interpreted it is true; but it seems 
to imply that the cost of production of gold has no influence upon the 
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supply of iorms of money other than gold coin. The statement is made 
that before the war “throughout the world, or at least throughout that 
large and important part of it which was on the gold standard, a given 
quantity of gold would purchase approximately the same amount of 
commodities” (p. 61). If very strong emphasis be placed upon the word 
“approximately,” the statement may possibly not be open to a great 
deal of criticism; but without such an interpretation it is far from ac- 
curate. Cassel’s statement of the purchasing-power parity doctrine is 
accepted in its entirety, no attention being given to the criticism that 
has been directed against this treatment of the question. 

In the section of the book which deals with financial institutions, 
there are a number of statements which are either inaccurate or at 
least questionable, although they relate in the main to matters of de- 
tail. Mr. James adheres to the doctrine that an individual bank may 
lend to the extent of many times the amount of any surplus reserves it 
may hold (pp. 191, 194, 275, 302). He goes so far as to state that even 
if a bank “should have to pay 10 per cent for every $100 which it 
borrowed from the Reserve bank, it could use this as the basis of loans 
amounting to $1,000 (in a Reserve city), which would leave it a hand- 
some margin of profit at any reasonable rate of interest” (p. 315). 
This statement is not only open to question on the ground of accuracy 
but it seems not to be entirely consistent with that on the next page to 
the effect that “‘a rise in the discount rate tends to cause an immediate 
rise in the price which business enterprises have to pay for the funds 
obtained in the money market.” 

The reviewer cannot agree with the criticism which has been made 
for so many years, and which is repeated by the author, to the effect 
that the national bank notes were defective in that they were inelastic 
(pp. 207, 278, 304). This view of the question overlooks the fact that 
reserves are essential to the issuance of bank notes, and that the pos- 
session of surplus reserves which may be used for the purpose of issuing 
additional currency will depend upon the control of the reserves so to 
be used by a non-profit-seeking institution. 

Consumptive credit institutions are credited with a tendency to 
stabilize the market for consumers’ goods (p. 413). This view is ques- 
tionable, at least, and it is inconsistent with the clear implication of 
a quotation from H. G. Moulton’s Financial Organization of Society 
which the author apparently approves (p. 267). 

There is no evidence, as far as the reviewer is aware, to support the 
statement that the Federal Reserve system has met with comparative 
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success in preventing fluctuations in commodity prices since 1923 (p. 
452). One suspects that many writers remember too distinctly the 
violent changes in the price level which occurred between 1914 and 
1921, and that, consequently, they are unduly impressed with what 
seems to have been price stability since the latter date. A comparison 
of the behavior of the price levels before 1914 and after 1923 will show 
quite conclusively that fluctuations were no greater in the former pe- 
riod than in the latter, although it is, of course, true that before 1914 
there was an upward secular trend in the price level which has been 
absent since 1923. Moreover, there is no reason to suppose that sta- 
bilization of the price level has been one of the major objectives of the 
Federal Reserve Board. 

As the author states in the Preface, he has attempted to show the 
economic and social results of the operation of financial institutions, 
particularly of commercial banks; and it is his success in doing this 
which constitutes one of the chief merits of his book. The chapter on 
“Bank Credit and Capital” is a particular case in point. The relation 
between voluntary pecuniary savings and the creation of capital goods 
is indicated, and the relation of the banks both to the materialization 
of voluntary savings in the form of capital goods and to the enforce- 
ment of involuntary savings is clearly shown. This chapter is merely 
a sample of the kind of very desirable material which is to be found in 
this book, and which, while not new to the literature of the field, is 
nevertheless not to be found in most of the present-day texts on money 
and banking. 

Lioyp W. Mints 
UNIVERSITY OF CHICAGO 


Capital and Labor under Fascism. By CARMEN HAIDER. New 

York: Columbia University Press, 1930. Pp. 296. $4.50. 

The written law is often a very different thing from the law as ap- 
plied in everyday practice, and the phraseology of the lawyers may 
serve either to reveal or to disguise economic and social realities. This 
fact has been taken into account by Miss Haider in preparing her book. 
She therefore has not confined herself to giving a lucid exposition of the 
laws and doctrines of Fascism concerning the relations between capital 
and labor. She has also endeavored to determine how the “corporative 
régime”’ works in actual practice and what results it produces. To find 
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the answer to the problem, she has gone, not only to Fascist authori- 
ties, but also to Italian critics of the Fascist régime both in Italy and in 
other countries; and, on every point, she exposes the pros and cons 
with complete impartiality. The reader finds himself under guidance, 
not only intelligent, but also disinterested. 

The wording of Fascist law states that the officials of the local and 
national organizations of employers and workers are “elected or nomi- 
nated.” Elected by whom? Nominated by whom? The point is left 
unexplained. Miss Haider does not shirk the riddle. She is able to 
supply the information that the secretaries of the local unions are not 
“elected” by the members, but are “appointed”’ by higher officials. 

It has happened that a young person put at the head of a labor movement 
has adopted, heart and soul, the cause of the workers and defended their in- 
terests with intelligence; but it has also happened that the so-appointed 
labor representatives have not understood the problems that came up, be- 
cause they were utterly unprepared, being, perhaps, lawyers at the head of 
agricultural syndicates. Unable therefore to discuss problems intelligently 
with the workers or with their former spokesmen, they often have used their 
power and position simply to command silence. Naturally, that policy leads 
the workers to hate their representatives, and as the latter are usually aware 
of this feeling they, of course, oppose the idea that the workers should select 
their own leaders, for they realize very well that they would thereby lose 
their positions [p. 222]. 

As for the superior officials who “nominate”’ the local secretaries, 
Miss Haider reveals that the chairman of each national workers’ con- 
federation, who directly or indirectly appoints the local secretaries, is 
“elected” by the national council, but this may be composed of special 
commissioners “appointed” by the government, while no similar clause 
is included in the status of the employers’ confederations (p. 109). A 
deeper investigation into this subject would have led Miss Haider to 
disclose that the chairmen of the workers’ confederations have never 
been “elected” by their councils, but have always been “appointed” by 
either Mussolini or the Minister of Labor, whereas the chairmen of the 
employers’ confederations actually are “elected” by the members. 
Even so, Miss Haider reaches the following conclusion: 

Labor organizations have just as much or little real contact with the 
people as any other government office, and it is quite understandable that 
the syndicate system is a theoretical structure, built in large part on the pas- 
sivity of the masses. The workers are part of it only in so far as they are 
compelled to pay their contributions to the associations and to respect the 
standards decided upon in collective contracts [p. 277]. 
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I recommend this section of Miss Haider’s book to the attention of 
all those who are still under the illusion that Fascism has solved the 
problem of the relations of capital and labor through syndicates of em- 
ployers and employees which have “joint representatives or special 
boards for the regulations of wages, conditions of labour eéc.””* 

Miss Haider’s conclusions are less sound when she attempts to de- 
fine the results achieved by the “‘corporative régime” in the economic 
life of the country. One subject which needs thorough investigation is 
that of wages and the cost of living under the “corporative régime.”” A 
study published by the International Labour Office in the Revue inter- 
nationale du travail (April, 1929, pp. 583-92) would have formed a 
starting-point for the inquiry. From the data furnished by this article 
it is clear that between July 1, 1926, and January 1, 1929, masons’ and 
bricklayers’ weekly wages fell in Rome from 192 lire to 165.60 lire. 
Wages in other trades show the same tendencies, while the cost of 
living during that period fell by only 3.5 per cent. In other words, a 
mason in Rome lost 48 lire wages while living cheapened by only 6.71 
lire. By 1930 the conditions have grown worse. It would not be fair to 
cast the entire blame for this deterioration on the “corporative ré- 
gime.” Even without it the acute economic crisis consequent on the 
artificial revaluation of the lira could not but produce a lowering in the 
standard of living of the working classes. But the point deserves a 
systematic analysis. 

The starting-point of these investigations should be the economic 
situation of Italy in the pre-Fascist period. On this subject, Miss Hai- 
der’s information is vague. She does not know the annuals in which 
Riccardo Bachi and Giorgio Mortara described the economic life of 
Italy in the twenty years which preceded the rise of Fascism. A deeper 
knowledge of the less recent history of Italy would have prevented Miss 
Haider from falling into definite errors of fact in regard to the period 
anterior to 1922, and would have enabled her to form a more correct 
estimate of certain results of the Fascist régime. For instance, Miss 
Haider admires the work of Fascism in the field of “social welfare edu- 
cation.” She seems not to suspect that many of the institutions found 
by her antedate 1922. The work committees of arbitration for disputes 
between workmen and their employers go back to 1893; the industrial 
laws for the protection of women and children, to 1904; the workmen’s 
compensation act, to 1907; the law for the compensation of agricul- 
tural laborers in cases of accident, to 1917; unemployment and old-age 

* Current History, May, 1931, p. 163. 
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insurance, to 1919. To these institutions the “corporative régime” has 
added a new one: insurance against industrial diseases and tuberculo- 
sis. If she had known the position in Italy in 1922, Miss Haider would 
have come to the conclusion that Fascism has improved certain laws 
inherited from its predecessors (for instance, the law for the protection 
of maternity), has weakened others (for instance, the insurance against 
unemployment and the accident compensation for agricultural 
laborers), and has added a new law on insurance against industrial 
diseases and tuberculosis. This law, however, is still only on paper. Up 
to 1922 there existed in Trieste a splendid organization called, “Sick- 
ness Fund”’ [Cassa Ammalati], which had been created by the Austrian 
government. This institution was destroyed by the “corporative ré- 
gime,” which now proposes to extend it to the whole of Italy. 

If Miss Haider had pursued her researches, she would have found 
that in 1926 the paying-out of 22,365,117 lire in unemployment relief 
involved the Fascist bureaucracy in expenses amounting to 9,821,702 
lire.2 In the period 1920-29 employers and employees paid in contri- 
butions to unemployment insurance amounting to 1,275 million lire; 
but of that total only 482 millions have reached the pockets of the 
workless or been paid out in salaries to officials. The remaining 739 
millions have been lent to the government. In 1929 the board of man- 
agement of the antituberculosis organization extracted 141 million 
lire from the contributors to this insurance, but only spent 31 mil- 
lions, of which 74 millions went in salaries to officials. 

Miss Haider gives statistics of the activities of the national after- 
work organizations, founded in 1925 to provide recreations, sport, and 
education to the working classes. Now a more thorough examina- 
tion of Italian life prior to 1922 would have shown that many 
thousands of free associations of workingmen for recreation, educa- 
tion, and sport existed in Italy before the war; they were neither “‘in- 
frequent” nor “sporadic” (p. 178) in 1925, when the Fascist govern- 
ment obliged them to group themselves into the “Opera Nazionale 
Dopolavoro,” a mammoth bureaucratic organization controlled by the 
Fascist party. An investigation into the year of foundation of the 
various institutions grouped in the “Dopolavoro” and comprised in its 
statistics would show that the large majority arose during the half- 
century when the Italian working-class enjoyed unrestricted liberty of 
association: they now are Fascist only because they submitted to the 
“Dopolavoro” in order to escape dissolution. 

2 Cf. Information sociale (Geneva, May 21, 1928), p. 293- 
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If Miss Haider ever has occasion to revise her book going more deep- 
ly into such questions, I am sure she will feel compelled to modify or 
even withdraw much of the praise she bestows on the “corporative ré- 


gime.” 
GAETANO SALVEMINI 


FRANCE 


Dynamite: The Story of Class Violence in America. By Louis 
Apamic. New York: Viking Press, 1931. Pp. x+452. $3.50. 


Dynamite is a journalistic account of violence in American labor 
disputes. It is a first book by a young author who began life as an 
immigrant and worked among the “Wobblies.” It is interestingly 
written, but the treatment of the subject is sensational rather than 
profound. While the publishers’ announcement states that “this book 
is the result of two years’ concentrated study and investigation,” no 
reference is given for any statement of fact it contains. Important 
causes of violence, such as the spy and guard system of the private 
detective agencies, are most inadequately treated, and some of the 
most serious outbreaks of violence in labor disputes not even men- 
tioned: e.g., the teamsters’ strike of 1905—of all Chicago’s labor frays 
the most turbulent—and the Herrin (Illinois) massacre of 1922, in 
which nineteen unarmed strike breakers were clubbed to death. Minor 
inaccuracies abound and, more serious, some distinctly untrue impres- 
sions are conveyed. The author’s prejudices, particularly his dislike 
of the trade unions and their conservative leadership, color his account 
at many points. 

Yet this is not only an attractive but a useful book. The readers, of 
course, have known before that violence is common in American labor 
troubles and that in Chicago and other large cities some of the union 
officers are racketeers. They cannot read this book, however, without 
deriving therefrom a more vivid impression of the fact, which needs to 
be driven home, that there is more violence in labor disputes in the 
United States than in any other country. It also makes clear that 
both parties to the labor struggle are tarred with the same stick. 
Methods differ, but employers’ associations and trade unions, con- 
servatives and radicals in the labor movement, as classes if not as 
individual groups, have all at times winked at, if not encouraged or 
incited, violence. 

It is not true, as readers of this book might well conclude, that 
dynamite is employed by all labor unions and that every strike results 
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in murder. While hundreds of crimes are recited, the reader will do 
well to remember that only a few years of the last half-century have 
seen fewer than a thousand strikes. A truer picture is that given in the 
thorough study of Howard B. Myers, The Policing of Labor Disputes 
in Chicago,' whose conclusion is: “Typically, the Chicago labor dispute 
of today is accompanied by a number of isolated assaults, a few shoot- 
ing affrays, and occasional riots, without, however, many serious in- 
juries to persons or great damage to property.” 

Adamic’s thesis that labor violence is increasing is also probably 
untrue. To give color to this claim, he is obliged to include among the 
“Mild Beginnings” (the title of Part I) the Molly Maguires, and the 
railroad strikes of 1877, in which occurred, respectively, scores of 
wanton murders and the most serious riots this country has ever 
experienced. Detective agencies furnished armed guards to employers 
as early as the Homestead strike of 1892, and unions hired sluggers in 
the Chicago teamsters’ strike of 1905. It is only since the World War 
that professional criminals, in more than one city, have exploited both 
unions and employers’ associations as vehicles for racketeering opera- 
tions; nevertheless, while organized violence has increased, spontaneous 
violence has waned—probably, indeed, because of the decrease in the 
number of strikes. “What Next—More Dynamite” is Adamic’s con- 
clusion—and he may be right. 

The cause of strife Adamic sees in the age-old struggle between the 
“haves” and the “have nots.”’ Class struggles are always violent, 
particularly when labor engages as the underdog. This, however, fails 
to account for the extraordinary violence in labor disputes in the 
United States. Nor can this record be dismissed as a part of the “crime 
wave” and the “spirit of lawlessness of the American people.” In the 
field of business competition there is quite as pronounced a clash of 
interests as in the employment relation, but competitors do not resort 
to dynamite and murder to gain their ends. Yet the same persons who 
as business men observe standards of ethics stricter than the law, as 
employers hire spies and gunmen and give such ilk a free hand to break 
strikes. 

There is no simple explanation; statements of causes can be at best 
hazy and incomplete. Our racial conglomeration, the survival of 
frontier traditions, the size of the country, all are factors. So are the 
weakness of the unions and the existence of veritable armies of in- 
dustrial spies and private guards, tolerated in no other country. Near 


* The University of Chicago. Unpublished Ph.D. thesis, 1929. 
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the center is the low esteem in which government is held, its inefficiency 
and its partiality. No method of strike policing tried in the United 
States has given satisfaction. In no other country do the courts inter- 
fere so frequently or so drastically in labor disputes, but nowhere else 
is violence so prevalent. Injunctions are utterly worthless against 
dynamite and murder; in numerous instances they have directly 
stimulated violence. The distrust of the courts, the widespread belief 
among workingmen that the government is but a tool of the employers 
(strongly reflected in Adamic’s book), naturally result in lawlessness. 
Slugging is to be expected of players who believe the rules of the game 
unfair and the umpire partisan. 

Slugging, of course, does not pay. Systematic terrorism may for a 
time give artificial strength to weak or dying unions; but the net bal- 
ance is far on the debit side, as illustrated by the Haymarket bomb and 
the McNamara case. Not only does violence turn public opinion 
against labor, but it has a disastrous effect on the morale of the unions 
themselves. It is a mark of weakness, not of strength, and in the long 
run benefits no one. 

Violence, however, is constantly being resorted to, not only by the 
unions but by the employers. This is the most sinister aspect of Ameri- 
can labor troubles. What to do about it, no one can answer with entire 
confidence. But can we be satisfied with Adamic’s simple, but hope- 
less, “more dynamite”? 

Epwin E. WITTE 
MapIson, WISCONSIN 


Stephen J. Field: Craftsman of the Law. By Cart BRENT 
SwIsHER. Washington: Brookings Institution, 1930. Pp. viii 
+473. $4.00. 

The economist must be more interested in the personality of Stephen 

J. Field than that of any other justice on the Supreme bench. His dis- 

senting opinion in the Slaughterhouse cases (1872) became, within 

twenty-five years, the unanimous opinion of the Supreme Court. It 
turned on the meanings of property, liberty, and person as used in the 

Constitution. “Property” had meant tangible property, but his mean- 

ing was liberty to charge whatever price the owner could command. 

“Liberty” had meant freedom from slavery, but his meaning was the 

right to buy and sell. “‘Person’’ had meant individuals, but his meaning 

was corporations. In 1872 the majority opinion squarely controverted 

Field’s meanings, and held“that his meanings of property and liberty 
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could not be found in any of the earlier decisions of the Supreme 
Court. Field could not disprove that contention, and went back to the 
Adam Smith of 1776, the Case of Monopolies of 1602, and the inalien- 
able rights of man of the American and French revolutions. By the 
year 1897 the Court came over unanimously to his dissent of 1872. 

In doing so, the Supreme Court had to assert its supremacy over 
other branches of government. This book is indeed an investigation 
of how this came about and how it was that in the American system of 
government judicial sovereignty was substituted for the legislative 
and executive sovereigntids of other forms of government. It was the 
result of the personality of Justice Field and the new economic condi- 
tions of the last third of the nineteenth century. “Field’s distinction,” 
says Swisher, “‘lay in the persistent force with which he stated and 
restated his conceptions of the content of natural or inalienable rights, 
with such effectiveness that they were gradually accepted as a part of 
the content of American constitutional law” (p. 425). It was the busi- 
ness of the Supreme Court to assert these rights against the irrespon- 
sible authority of legislatures, executives, and Congress. “The power,” 
said Field, “to commit violence, perpetrate injustice, take private 
property by force without compensation to the owner, and compel the 
receipt of promises to pay in place of money, may be exercised, as it 
often has been, by irresponsible authority, but it cannot be considered 
as belonging to a government founded on law” (p. 201). Consequently 
the Supreme Court becomes sovereignty founded on law, but other 
forms of sovereignty are founded on caprice. 

The new economic circumstance to which Field’s theories gave di- 
rection was the incoming of the great organizers of the new steam 
transportation and the new capitalistic corporations, from Stanford to 
Rockefeller and Carnegie. Field was equipped for the rise of these new 
economic giants by the rigorous Puritan religion of his ministerial 
father in the Berkshire hills of western Massachusetts (p. 6 ff.) and by 
his own rough and courageous pioneer life, after the age of twenty- 
three, in the gold rush of California, where he rose to be a justice of the 
state supreme court, and truly the craftsman of the new law of that 
turbulent commonwealth (pp. 25-104). No wonder that, with his self- 
confident, stern, and heroic character, he could not play the game of 
mediocre men in politics, but became the builder of a legal structure 
“in which capable, energetic, and venturesome men in business and 
industry could have the greatest freedom in their work, with full pro- 
tection for the fruits of their endeavors.” 
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The new corporation charters of the new Capitalism were merely a 
new legal instrument by which these indomitable pioneers of the age 
of steam, steel, and oil could work their will and build a continent 
(p. 432 and passim). He and they could not pursue a middle course 
of compromise. “His emphasis, almost constantly, was on the rights 
of property.” Property is as sacred as the laws of God. 

Swisher says: 

It is true that back in the early days, when he was a state judge in Cali- 
fornia, he had recognized that it was a function of the state to protect those 
who had little property from the cupidity of those who had superior power 
through the possession of more property. [Sunday rest laws.] In the years 
which followed, however, he almost never emphasized the need for protect- 
ing the masses against the superior strength of the few. Instead he stressed 
the need for protecting the strong, who were bringing about superior achieve- 
ments in the business and industrial world, against the restraining activities 
of the public [p. 427]. 

While other justices adhered more closely to precedents established 
in the pre-capitalistic days, or while especially Chase and Miller 
played more prominent réles at first, yet Field, “with the prophetic 
voice of a great dissenter,” came to the front and took the lead. 

When the Constitution, the enacted laws, and the common law, were 
silent with regard to the basic problems before the Court, or were in conflict, 
or spoke in uncertain generalities, the judges had to forsake their traditional 
passivity and become, in effect, legislators. They had to evaluate existing 
situations in terms of their own knowledge and experience, and then find 
legal principles which they could develop far enough to justify their deci- 
sions [p. 166]. 

In this process of rationalizing the Fourteenth Amendment of the 
Constitution to fit the needs of the great leaders of the new corporate 
capitalism, Field, as a logician, was supreme over his brothers. He and 
his minority colleagues did not, indeed, persuade the Court 
to broaden its interpretation of the privileges and immunities clause. Their 
efforts were not in vain, however, for the Court gradually permitted new 
meaning to be read into the due process clause of the same amendment, and 
ultimately embodied in the constitutional law of the country much of the 
same material which Field had endeavored to introduce by way of the privi- 
leges and immunities clause. Natural rights decisions were made in terms of 
“due process of law,”’ and, as might be expected, the social and economic 
conceptions of the judges determined the legal boundaries of these rights. 
. ...+ The rejected dissents of Mr. Justice Field gradually established them- 
selves as the view of the Court [p. 424]. 
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These heroic principles of inalienable rights for the great pioneers 
of the industrial age, derived from Puritanism and the frontier, are 
shown repeatedly by Swisher through detailed accounts of the leading 
“policy-making” decisions or dissents written by Field, from the recon- 
struction period of the sixties and seventies, to his protests against the 
later legal-tender opinions, his defense of the railroad corporations 
against legislatures and Congress, and his tremendous reversal of the 
income-tax legislation. In all of these great economic issues a later 
generation has, in part, reversed Field’s position, yet he was “one of 
the great men of the country—great as one of the master-builders of 
the legal structure needed for the housing of a particular order through 
a dramatic era of our history” (p. 433). 

His importance is not diminished by these reversals—he, more than 
others, as one may plainly derive from Swisher’s book, established the 
unique principle of judicial sovereignty as the guide and protector of 
the new American capitalist of the nineteenth and twentieth centuries. 


Joun R. Commons 
UNIVERSITY OF WISCONSIN 


The Correspondence of Jefferson and Du Pont de Nemours. With 
an Introduction on Jefferson and the Physiocrats. By GILBERT 
CuHINARD. “Johns Hopkins Studies in International Thought.” 
Baltimore: Johns Hopkins Press, 1931. Pp. cxxili+293. $7.50. 
The student of economic theory, looking for new notes to add to the 

history of physiocracy, will be disappointed in the first 150 pages of 

the correspondence of Jefferson and Du Pont. But if he persists 
through the personal gossip and political discussion that engaged the 
old physiocrat upon his first visit to a new country, he will be rewarded 
in the last 150 pages. Having gone back to Paris and begun again the 
publication of Turgot’s works, Du Pont became interested once more 
in economic problems, and this interest increased upon his return to 
this country. He commented freely, not alone on Turgot, but also on 

Smith, Say, Malthus, and Tracy. It is interesting to find this last of 

the physiocratic school appreciating in part and criticizing in part the 

greatest among those who fell under their direct influence. 

In the last years of his life, Du Pont entered into discussion with Jef- 
ferson and Madison on the question of American taxation and tariffs. 
In the little tracts here published for the first time, he is found to be 
still the physiocrat of old, insisting that land alone creates wealth, 
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capital and labor only changing its form or location. Yet his fear for 
American republican institutions was so great that he became almost 
mercantilist in his insistence upon American independence of European 
markets and industries, and in his desire for tariff regulations. This 
interest in manufacture, however, is, he explains, due only to his wish 
to promote agriculture by increasing the population and furnishing 
more home markets for American farmers. 

A cynie might be inclined to point to the several manufacturing 
ventures of the Du Pont family as another of the reasons for this 
increasing attention to industry. He will find no avowal, direct or 
indirect, of this consideration as a factor in determining the old man’s 
ideology. But that Du Pont was interested and strove to interest 
others in the Du Pont enterprises is quite evident from the numerous 
allusions to them in these letters. Being a pacifist, Du Pont tried to 
explain his son’s powder mill as a contribution to civilization through 
the killing of wild beasts and the blasting of roads, but he nevertheless 
used his influence with the president of the United States to get the 
U.S. Army to buy its powder from the Eleutherian mill. His importa- 
tation of Merino sheep is effected with governmental aid as a boon 
to American sheep-breeding; and soon thereafter, one finds, the Du 
Ponts are manufacturing the best woolen cloth in America. Du Pont 
fears very much an attack upon the American coast by England, and 
urges his son-in-law’s scheme for the fortification of New York Harbor 
and secures an appointment to the Naval Academy fer his grandson. 
He presents a plan for the reorganization of American education, and 
almost gets himself appointed head of the university proposed for the 
Louisiana Territory. He drew up a scheme for the settlement of land 
disputes in Kentucky, and himself held title to a good part of the land 
in dispute. He advocated a plan to make it easier for French holders 
of American stocks to collect their interest payments—through the 
Du Pont house in Paris. All this is done without hypocrisy, unction, 
or undue pressure, and whenever an advantage is won for the Du Pont 
family it appears to have been well-deserved. But the reader is left 
to wonder whether all this material success in enterprises non-agricul- 
tural might not have led Du Pont toward high tariffs and manufactur- 
er’s associations if he had not already been quite an old man when he 
began his adaptation of physiocracy to American conditions. The 
same documents that create this wonder incidentally shed much light 
on the beginnings of some great American industries. 

In one respect the physiocratic idea . of Dv Pont remained un- 
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changed. This was his insistence upon a property qualification for the 
franchise, a provision which he included in his proposals for South 
American constitutions and which involved him in a long debate with 
the great American democrat. 

There are many other important details of this correspondence that 
will interest the political historian more particularly—such as Du 
Pont’s share in the Louisiana negotiations, which he was one of the 
first to suggest (“a commercial solution to a political problem,” 
Chinard calls it); Du Pont’s and Jefferson’s reactions to the War of 
1812 and the English; observations on Bonaparte, Lafayette, the res- 
toration governments of Europe, and the expansionist movements 
toward Mexico, Canada, and the Pacific. Most of these matters and 
others are discussed in the long and admirable Introduction by Profes- 
sor Chinard, who deserves special commendation for his highly sane 
and sophisticated comments upon the nature of intellectual “in- 
fluence.” 

If any criticism is to be made of this beautifully manufactured and 
carefully edited volume, it is that the editor has been sparing of his 
footnotes and his use of the meaningful sic. Many of the persons 
gossiped about by the correspondents are allowed to go completely 
unidentified, and often one is obliged to assume that a glaring error 
was committed by the learned physiocrat or some high official of the 
United States, though it more probably is attributable to the type- 


setter or proofreader. 
Louis GoTTSCHALK 


UNIVERSITY OF CHICAGO 


Intelligent Philanthropy. Edited by ELLSwortH Faris, FERRIS 
LaunE, and Artuur J. Topp. Chicago: University of Chicago 
Press, 1930. Pp. vii+322. $4.00. 

An analysis of philanthropy is especially timely at this juncture. 
For, as compared with any previous period of distress, there is a more 
widespread recognition of social responsibility, a sharper formulation 
of divergent philosophies and policies for relief and prevention, a more 
amazing contrast between plenty and poverty, and the paradox of 
distress coincident with the most efficient productive system the world 
has known. The present volume had its initiative in “the desire of the 
directors of the Wieboldt Foundation to get the advice of specialists 
with reference to fundamental principles involved in philanthropy.” 
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Twelve experts from the churches, law, ethics, biology, and the social 
sciences have analyzed motives, grounds, and objections. In view of 
the prominence which controversy over the British Social Insurance 
policy has assumed, the editors would have done well to include an 
analysis of the principle involved in that system by a political scientist 
who would not be content, as are many of our public men, journalists, 
and men of affairs, to dismiss government aid, with the epithet “dole.” 
But the volume was planned in 1927. 

Of the social scientists who contribute, Todd propounds the ques- 
tions that confront present charity, philanthropy, and social work; 
Faris summarizes the contributions; Lynn Thorndike, Peixotto, Ross, 
Queen, consider the historic backgrounds, the advent of scientific 
methods, the substitution where possible of personal help for the giving 
of things, and of prevention for relief. Kaplan represents Jewish chari- 
ties, Ryan the Catholic, and Shailer Mathews the Protestant point of 
view. The last named holds that the Protestants tend to set up insti- 
tutions to be administered by scientific or at least non-ecclesiastical 
agencies whereas Jewish and Catholic charities are largely adminis- 
tered through Jewish or Catholic agencies. Freund points out the 
liberal policy of law toward eleemosynary as compared with business 
corporations. Checks or intervention for the public interest are almost 
entirely lacking as yet for the former. 

The two papers which have proved particularly interesting to the 
present reviewer are those by Jennings on “Biological Aspects of 
Charity,” and by Mead on “Philanthropy from the Point of View of 
Ethics.” Confronting the familiar question whether charitable work 
improves the lot of the present generation at the cost of increasing 
deterioration of the lot of all succeeding generations, Jennings lays a 
foundation for his reply by pointing out the bearings of present knowl- 
edge and present ignorance upon a scientifically grounded answer. 
Present knowledge shows that defective genes in one parent are usually 
covered by normal genes in the other. This is directly advantageous 
for the offspring. But it is also known that the larger part of defective 
offspring come not from defective parents but from parents who, 
themselves, normal, are yet “carriers” of defective genes. At present 
we have no tests for recognizing such “carriers.” In the case of the 
feeble-minded it is estimated that about 11 per cent come from feeble- 
minded parents as contrasted with 89 per cent from “carriers.” To 
prevent propagation by the feeble-minded group of 330,000 would 
still permit the birth of about 293,000 feeble-minded from the reservoir 
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of 10,000,000 carriers, and this reservoir would produce in the third 
generations about 290,000. The inference is that even for eugenic 
measures we need to be far more able than at present to distinguish 
defects due to environment from those due to genes. “The environ- 
mental conditions that induce defectiveness must be removed for these 
mask the defective effect of the genes.” Charitable agencies in so far 
as they operate to remove such environmental conditions “are effective 
agencies tending toward the ultimate improvement of the racial con- 
stitution.” It will be recalled that Mr. Justice Holmes once wrote 
(Collected Papers, p. 306) “I believe that the wholesale social regenera- 
tion which so many now seem to expect .... cannot be affected 
appreciably by tinkering with the institution of property but only by 
taking in hand life, and trying to build a race.”” When the present 
writer quoted this to the late James A. Field, that student of eugenics 
commented: “And does he think success in this will be easier?” Pro- 
fessor Jennings leaves us with the impression that science is finding 
new obstacles as well as making steps forward, and that in any case 
there is no scientific ground for listening exclusively to what Darwin 
called “hard reason.” 

The paper by the late Professor George H. Mead has for his friends 
especial significance as one of his last writings on an ethical theme. 
It brings the central conception of his social psychology to the analysis 
of the sense of obligation felt by the giver of charity or personal service. 
The feeling is peculiar in that no correlate right on the part of the re- 
cipient to demand the gift is implied, as is the case in the sphere of 
justice. There are in the first place the kindly impulses which prompt 
us to aid those in distress. These are reinforced by the “put yourself 
in his place” of sympathy, but this does not supply the basis for the 
feeling of obligation which implies a choice between conflicting ends— 
goods for self and for the other—and valuation of anticipated results. 
Such a basis depends on conceiving the need which moves us as one 
that would be met in a better society—a society which would make 
actual the development of what in the existing social order is implicit 
but not attained. Science, art, and religion bring out such meanings 
and values of a wealth which belongs implicitly to all members of 
society. Cultured classes in some sense have an access to this wealth, 
which is denied to masses in a community whose social experiences and 
relationships nevertheless constitute this wealth. “It is this feel for a 
social structure which is implicit in what is present that haunts the 
generous nature, and carries a sense of obligation, which transcends 














836 BOOK REVIEWS 


any claim that his actual social order fastens upon him.” The claims 
of such an order are the claims of reason. A man cannot act asa ration- 
al member of society except as he constitutes himself a member of this 
wider commonwealth of rational beings. Charity operates largely by 
helping in specific cases to remove restrictions which as yet lie upon 
great numbers in the community and thus to make what are in their 
very nature common goods accessible to common enjoyment. 

Such a view of the ethics of charity lifts this out of the attitude of 
merely patching up the hopeless evils of a wretched society and places 
it as a step in the direction of a better order. It was the working prin- 
ciple of one who had himself helped many to enter a world of larger 


opportunity. ] “ee 
AMES H. Turts 


SanTA BARBARA, CALIFORNIA 


The Leeds Woollen Industry, 1780-1820. Edited by W. B. Crump. 

Leeds: The Thoresby Society, 1931. Pp. xi+343. 16/-. 

In this volume, published by an energetic Leeds historical society, 
Mr. Crump has edited with remarkable skill, thoroughness, and suc- 
cess two recent “finds” of business records bearing on the internal 
history of the Yorkshire woollen industry during a crucial period of 
transition. 

The first set of papers is the diary, from 1808 to 1814, of Joseph 
Rogerson, who ran a mill to which the clothiers brought their wool to 
be scribbled and prepared for spinning and their cloths to be fulled. 
As the new yarn-making machines were adapted from cotton to wool, 
owners of fulling mills installed willies, scribblers, carders, and slubbing 
billies, and thus gave a double service to their customers. Spinning 
and weaving remained domestic processes till after 1820, but the cloth- 
ier welcomed machines which freed him from the drudgery of the ini- 
tial processes yet in no way impaired his status or independence. In 
fact where there was no Rogerson, clothiers pooled their small savings 
and erected co-operative or “company” scribbling mills. Rogerson’s 
diary shows him fulling, farming, and scribbling, watching the weather, 
the crops, and the markets, wrestling with broken-down plant, work- 
ing himself and his child-laborers from 5 or 6 A.M. to 8, 9, 10 and even 
11 P.M. for seven days a week when trade was busy, drilling with the 
militia, being bored with long sermons, getting “bled for the Head 
Ach,” rejoicing over the fall of “Bony,” lamenting that his employees’ 
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rejoicings were so long and liquorish, and suspecting that “‘we shall be 
in want of another Bonaparte to make them work.” 

The second group of documents, tragically fragmentary, comes 
from the great factory built in Leeds in 1792 by Benjamin Gott. Gott 
was a cloth merchant in a big way; he bought cloths from domestic 
clothiers, and finished them, ready for sale at home and abroad. He 
became a manufacturer in order to supplement his supplies, built his 
factory, and set a thousand employees to work on all the thirty proc- 
esses involved in turning raw wool into finished cloth. He had the 
same machinery as Rogerson, and a big Boulton and Watt engine to 
turn it. But three-fourths of his employees worked by hand, with 
equipment identical with that used in the cottage workshops; spinning 
did not use power till after 1820, and the hand loom reigned till 1850. 
Thus the factory was a hybrid; it finished cloths made in clothiers’ 
homes, it used the new power-driven scribbling machines, hand jen- 
nies, hand looms and hand-finishing tools. Its value to its owner was 
that it allowed production to be organized better, time was saved by 
congregating the workpeople, discipline was good, standards of work 
were raised, costs were studied and reduced, and processes could be 
improved. 

The documents throw light on most of these points, and destroy any 
lingering beliefs that easy fortunes were to be found inside factory 
gates. A set of reports sent to Gott when he was traveling reveal the 
difficulties of selling cloth to markets as wide apart as Russia and Bos- 
ton during the conflict with France and the troubles with America. 
Another treasure is a notebook which originally belonged to an appren- 
tice; the youth industriously wrote down, in copy-book script and 
textbook style, the fundamentals of the trade he was learning, and 
when, as a man, he put away childish things, his half-filled notebook 
was used by others as a memorandum pad for miscellaneous data 
bearing on prices, wages, processes, and the like. A cost accountant 
would revel in the material thus preserved. 

The papers are full of technical terms, but the editor has been aided 
by the librarian and the textile experts of Leeds University, and few 
knots remain untied. Parliamentary papers and contemporary news- 
papers have been used to fill in gaps in the story, excellent illustrations 
have been secured, and the result is a volume which is a valuable con- 
tribution both to local history and to our understanding of the indus- 
trial revolution in England’s oldest staple industry. 

HERBERT HEATON 
UNIVERSITY OF MINNESOTA 
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The Fiscal Problem in Missouri. By NATIONAL INDUSTRIAL Con- 
FERENCE BoarD, INC., 1930. Pp. xvi+359. $3.00. 


The State Survey Commission of Missouri, appointed by Governor 
Henry Caulfield, after an intensive investigation of eleemosynary and 
penal institutions and educational and tax systems, submitted, in late 
1929, plans for an ambitious program of regeneration and reform. The 
proposed revision of the tax system was based upon a desire to relieve 
property-owners and particularly farmers (the value of farm real 
estate having declined by nearly $1,500,000,000 in the preceding 
decade) of excessive property taxation, and to place an added burden 
upon income, heretofore taxed under the low flat rate of 1 per cent of 
taxable income. To bring the institutions and education of the state 
up to standards already attained in other states, an additional $158,- 
000,000 of state taxes for the ensuing twelve-year period was indicated 
by the Commission as advisable. 

The Associated Industries of Missouri took exception to the Survey 
Commission’s plan for tax revision, which leaned heavily on a gradu- 
ated income tax, and requested the National Industrial Conference 
Board to make a study of the problem of taxation in the state. The 
request was approved. 

The report under review deals with the fiscal problem of Missouri as 
viewed by the investigators of the National Industrial Conference 
Board. State tax systems, emerging slowly out of the strife of numer- 
ous opposing groups, are complex. The task was not easy. Considered 
were state and local expenditures, indebtedness and taxes, the tax sys- 
tem, tax administration, the farm tax problem, public-school finance, 
the tax burden, methods of financing, and possible sources of additional 
revenue. 

Those parts of the report dealing with expenditures, indebtedness, 
the tax system and its administration, are excellent. They afford a 
much needed analysis of the loosely co-ordinated methods both of 
getting and spending revenues. Centralization of responsibility and 
control is needed. Particularly scored is the badly done job of assess- 
ment and equalization. 

Essential agreement with the report of the survey Commission con- 
cerning the deplorable condition of state eleemosynary and penal 
institutions is reached. That the educational system of the state has 
been neglected, is conceded. The situation with regard to the institu- 
tions above and the educational system is regarded as growing out of 
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an “accumulated deficiency” in capital outlays. The disagreement 
with the Survey Commission concerns (1) the projected methods of 
securing additional revenue and (2) particularly the rate at which the 
Commission proposed to correct the “accumulated deficiency” of pre- 
ceding years. The stand of the Conference Board report on these 
points has much merit. 

The chapter on the farm tax problem is deliberately misleading. 
After the existence of a farm problem in the state is admitted, some 
twenty-five pages are devoted to showing that farm taxes in the state 
have been, on several bases, lower than those in surrounding states and 
indeed lower than the average for the United States. However, in a 
previous chapter the fact has already been disclosed that taxes in the 
state as a whole have been lower than in the same surrounding states. 
On page 114 a comparison of per capita taxes places Missouri tenth 
among twelve surrounding states. Obviously farm taxes are low be- 
cause all taxes are low. The real nature of the farm tax problem, an 
excessive tax in relation to income as compared to other classes, is 
nowhere discussed. In a previous report of the Business Men’s Com- 
mission on Agriculture (1927), in the preparation of which the National 
Industrial Conference Board collaborated, this problem is regarded as 
the crux of the situation. No chapter more clearly reveals the propa- 
ganda cast of the presentation; and one reading this chapter alone 
might doubt the validity of the entire report. 

City taxpayers and corporations are handled much more sympa- 
thetically. An almost ludicrous section is that proclaiming the income 
tax as an urban tax. Ten pages including lengthy tables are devoted 
to this almost self-evident proposition. Four weighty (?) conclusions 
are evolved (p. 290): 

(1) That the per capita income taxes levied are larger in those counties in 
which there is a considerable urban population; (2) that the poorer counties 
of the state contribute almost negligible amounts to the total receipts from 
the tax; (3) that the total corporation income taxes are paid very largely 
by the comparatively few counties of the state in which the larger cities of 
the state are located; and (4) that, considering all counties in the state, the 
Missouri income tax is very largely an urban tax. 

The conclusions might equally well, nay better, have been: (1) near- 
ly all large incomes are received by city people; (2) people in the poorer 
counties receive such small incomes that even present low exemption 
rates leave then untaxed; (3) corporations pay taxes from counties in 
which they are located, though the major part of their taxes are shifted 
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to consumers; (4) income tax collections reveal that the taxable income 
is found largely in the cities. As one rural legislator, speaking for his 
constituency, remarked, “for the privilege of receiving the income we’d 
gladly pay the tax.” 

The old scare of the movement of corporations away from excessive 
taxes is aired again, though not given much emphasis. A curious con- 
tradiction creeps in. On page 280 we are told that “if in two states all 
other factors, including all taxes other than the income tax, are equal, 
the location of a new enterprise may depend on the presence or absence 
of a corporation income tax.” But this assertion appears flimsy in the 
light of the statement on page 293, that “as yet no wholly satisfactory 
approach to the problem of interstate comparisons of corporation tax 
burdens has been developed.” 

Unfortunately, the report appears to lack the unity of theme that 
could be derived only from a definite conviction of what an admirable 
or ideal tax system would involve. Expediency appears as the major 
consideration in the discussion of revision, and the attack is largely 
pragmatic. The report remains, however, a useful if not entirely reli- 
able addition to the tax literature of Missouri. 

ConraD H. HAMMAR 
UNIVERSITY OF MISSOURI 


Mexico and Her Foreign Creditors. By EDGAR TURLINGTON. New 
York: Columbia University Press, 1930. Pp. x +449. $6.00. 
This book represents another valuable contribution to the field of 

international finance and its relations to international diplomacy. The 

widespread interest in the problem of the rdéle that “foreign invest- 
ments” and “capitalistic aspirations” are playing in the prevention or 
causation of military conflicts goes back to the writings of Marx and 

Engels, the founders of the materialistic interpretation of history. For 

over half a century the analysis of the interplay of politics and capital 

exports seems to have been a monopoly occupied by epigones of Marx— 

Hilferding, Rosa Luxemburg, Sternberg, Varga, Lenin, Nearing, Free- 

man, and others. Only during the last few years has the painstaking 

research of Viner, Feis, and Bente brought an abundance of new mate- 
rial to light and resulted in a considerable modification of some of the 
views previously more or less commonly accepted. 

Mr. Turlington’s book is one of a series of studies on “Mexico in 

International Finance and Diplomacy,” and is to be followed by stud- 
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ies on the Protection of American Lives and Property in Mexico and on 
the Foreign Financing of Railroads in Mexico. 

The total bonded indebtedness of Mexico, including arrears of in- 
terest, is approximately $575,000,000, of which amount $545,000,000 
is due to foreigners. The addition of the estimated amount of the 
floating debt, i.e., unliquidated accounts, claims of Mexicans and for- 
eigners for loss of life, personal injuries, damage to property, seizure 
of funds, expropriation of lands, and the like, would bring the grand 
total of the debt of Mexico to but little more than $1,000,000,000. 
During the last fifteen years Mexico has paid less than $40,000,000 on 
account of the interest on her bonded debt. Approximately one-third 
of that debt, accordingly, represents interest due and unpaid. The 
latest agreement between Mexico and the International Committee of 
Bankers as signed on July 25, 1930, was made on the basis of Mexico’s 
“capacity to pay.” Here enters the difficult problem of the scaling 
down of debts of foreign countries in accordance with their capacity 
to meet such obligations, a problem that the United States seems to 
face today in regard to most of its European and South American 
debtors. While the scaling down of the interallied debts established 
the example of the reduction of intergovernmental debts, Mexico pro- 
vides the precedent for the adjustments of debts owed by governments 
to foreign bondholders. 

After the adjustment, i.e., reduction of the debt, has once been 
agreed upon, there arises the old, but always new, temptation to ex- 
tend additional loans, as Turlington gives proof at the end of his 
treatise: 

It should be borne in mind, however, that the present program of educa- 
tion, sanitation, irrigation, highway construction, and agrarian reform might 
be greatly accelerated by the use of foreign capital that would be placed at 
the disposal of the government as soon as a satisfactory adjustment of the 
existing debt was assured. The accomplishment of these projects and increase 
of foreign trade that would almost certainly coincide with the restoration of 
Mexican credit would, in turn, result in the enhancement of the national 
revenues [p. 336]. 


There is at present in this country much propaganda, and certainly 
an undeniable need, for a “Committee of Foreign Bondholders.” Look- 
ing for predecessors such a committee could profit from the experiences 
of the “Committee of Mexican Bondholders” that was formed at 
London as early as 1829; it later became a part of the “Corporation of 
Foreign Bondholders” organized in 1868. The “Association National 
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des Porteurs Francais de Valeurs Mobiliéres’”’ was formed in Paris in 
1899, and similar bodies were organized in Belgium and the Nether- 
lands, The controversy as to what extent such “Protective Associa- 
tions” can enlist the support of their governments in obtaining satis- 
factory results for their members is far from being settled. Mr. Tur- 
lington’s book is thus a most timely discussion of the problems in- 
volved in the relations of the holders of foreign securities to their de- 


linquent debtors. 
ROBERT WEIDENHAMMER 
UNIVERSITY OF MINNESOTA 


Stock Watering. By Davip L. Dopp. New York: Columbia 

University Press, 1930. Pp. vii+333. $4.75. 

The author’s objective is to discuss “the principles and methods of 
judicial valuation” of property and services in stock-watering cases." 
After analyzing and summarizing the prevailing American law and 
financial practice pertaining to corporation stock issues for property 
(other than cash) and services, the treatise presents the results of an 
intensive study of the cases in stock watering. From the evidence in 
the cases, some rough principles and methods of valuing property and 
services purchased by stock issues appear to have been developed by 
the courts. Original cost, cost to the promoter, value to the corpora- 
tion, capitalized earning power, and certain types of inferential evi- 
dence of value have all played some part in this evolution. Failure, 
largely justifiable, to develop legal standards of value has, however, 
made our anti-stock-watering laws largely ineffective. 

The author then briefly considers English and German law and 
practice relating to control of stock watering. He concludes that the 
United States should utilize certain of these. In brief, he argues for full 
publicity in matters of corporate finance, under the supervision of state 
authorities. Severe civil and criminal penalties are suggested, applying 
to those likely to benefit from stock watering, in case they violate the 
laws. 

Certain issues are raised by statements of the author. They concern 
omissions and matters of opinion. For example, the reviewer was 
surprised to learn that an economist thinks of value as market 


* Only one kind of stock watering is discussed, i.e., stock issues for “overvalued” 
property and services. Almost no consideration is given to public utilities and rail- 
roads; industrial and commercial corporation law and practice forms the basis of 
the study. 
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price only (p. 111). He was also left unconvinced of the serious 
consequences of stock watering (pp. 14-27). The principal issue seems 
to be the evils arising out of deception of creditors, stockholders, and 
the public by “inflation” of asset values. Watering of stock may or 
may not accompany “overvaluation” of property but this is not made 
sufficiently clear. The reviewer is inclined to believe that creditors and 
stockholders look at property values rather than stock-issue values, 
and at total net worth rather than capital stock outstanding, in measur- 
ing the stockholders’ equity. The anti-stock-watering laws, however, 
afford creditors and injured stockholders one more opportunity to 
recover losses, whether or not stock watering actually deceived them. 
The broader implications of the problem might have been given more 
attention to avoid confused thinking by the reader. 

So many causal factors are at work to produce business failures, 
inadequate service, and undermaintenance of property, with attendant 
social losses, that stock watering is almost lost in the welter. Certainly 
its effects are easily exaggerated. One wonders whether a board of 
directors tries to lose business in order to pay dividends. One also 
wonders what proportion of business failures are caused by insufficient 
or badly balanced capital rather than by watered stock issued to obtain 
the capital, and why sufficient capital was not obtained, or better 
balance enforced, by further stock watering. Of course, overvalued 
assets could be purchased by stock issues of a par value equal to the 
“actual value” of the assets, and a surplus set up on the vendee’s bal- 
ance sheet. The usual donation of treasury stock to the corporation 
and its resale at par or more, which could be less than book value (a 
talking point for stock salesmen), would avoid liability of original 
stockholders for watered stock. But would capital be any the less 
insufficient or unbalanced? 

The author is decidedly right in arguing that we need full and un- 
biased publicity on matters of corporate finance. His reform program 
of publicity, however, carries way beyond the confines of the problem 
of stock watering. But why does he urge that a law should freeze mat- 
ters of valuation in connection with stock issued to purchase property? 
On page 309, he would limit new shares of an outstanding stock, issued 
for other than cash, to a number not exceeding that “‘determined by 
dividing the agreed purchase price (of the property) by a figure repre- 
senting the book value per share of the stock of that class already out- 
standing.” The assumption that the book value of a share of stock is 
or should equal its purchasing power is not justified. Seldom is there 
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any close relationship between market and book values of outstanding 
stocks or between book value and earning power. Further, every case 
of a stock issue to purchase property will differ from other cases. If full 
publicity is given interested parties, there seems little need for setting 
up the sort of quantitative legal limitations that stimulate business 
men into efforts at evasion. The author does not, furthermore, need 
to urge any particular basis of valuation of property exchanged for 
stock (p. 302), nor need he contend that we ought to legislate in such a 
manner as to drive out par-value stock (pp. 302-3). 

The book is very logically arranged, easy to read, and breathes the 
scientific attitude of the author. It should be of considerable value to 
business men, bankers, corporation lawyers, and students of law and 
finance. 

STUART PUTNAM MEECH 
Tue UNIVERSITY OF CHICAGO 


Railroad Valuation and Fair Return. By SHao-Tsenc Wu. 
Philadelphia: The University of Pennsylvania Press, 1930. 
Pp. xxiv+ 233. $3.00. 

Dr. Wu has divided his study into three parts, dealing in turn with 

“the basis, rate, and related problems of fair return for American rail- 


roads.”’ The result is a survey of railway earnings which, while afford- 
ing a comprehensive view of the subject, provides also for treatment of 
the peculiar issues involved in each of its fairly distinct phases. 

The introductory chapter contains the author’s views as to the 
reasons for railway regulation and a concise explanation of the relation 
between judicial review and present procedures of rate control. In dis- 
cussing the determination of the rate base Dr. Wu describes the fair- 
value doctrines of the courts and the progress of physical valuation by 
the Interstate Commerce Commission under the Valuation Act of 1913, 
including the issues involved in the O’Fallon Case. This is familiar 
material but it is a part of the necessary background and is presented 
in clear fashion. There is treatment of the questions of intangible 
values and depreciation and a presentation of the usual arguments for 
original and for reproduction cost. Bauer’s proposal, that present 
values be fixed for existing properties and that an understanding be 
reached concerning the inclusion of additional investments on an 
actual cost basis, is discussed, together with the possibility of settling 
the method of valuation once and for all by legislative action. The 
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author’s evident desire to be fair to both sides in the reproduction- 
cost-prudent-investment controversy makes for some doubt as to his 
own position. 

Part II concerns the rate of return. The fair return is viewed as a 
composite of interest and profit. Various theoretical explanations 
of each are offered. Dr. Wu finds “little warrant for the contention 
that net business profits tend to be reduced to nothing in the modern 
industrial society.” The fair rate of return should therefore include 
both “a reasonable rate of interest” and “a reasonable rate of profits,” 
the latter to “constitute a reward for efficiency and part of the reward 
for the risks of the railroad enterprise” (pp. 76-77). The present rate 
of return for railways as fixed under the Transportation Act by the 
Interstate Commerce Commission is held to be sufficient. 

Among the related problems are considered the recapture of excess 
income, the equalization of earnings among roads of unequal strength, 
and the actual returns of the carriers under the Act of 1920. The repeal 
of the recapture clause is not favored, but its modification so as to per- 
mit the averaging of returns over a period of years is urged. Various 
features of our present railway policy intended to assist the weak roads 
are briefly reviewed. The elimination of the causes of weakness is pre- 
ferred to devices for redistributing income among strong and weak 
carriers. The improvement of railway earnings since 1920 has been 
notable. For the roads as a whole, however, returns are still below the 
standard. Increased traffic and further economies in operation are 
regarded as more likely sources of higher earnings than are increased 
rates. The question whether the standard rate of return is too high is 
not raised. 

Weaknesses of the book are attributable chiefly to the author’s 
reluctance to commit himself to a definite position in respect to many 
important issues and his willingness to substitute for analysis of the 
economic effects of given policies an appeal to legal authority. 

NELSON LEE SMITH 
DARTMOUTH COLLEGE 


Wage Methods and Selling Costs. By ANNE BEZANSON and 
Mreiam Hussey. Philadelphia: University of Pennsylvania 
Press, 1930. Pp. xxi+405. $4.50. 

An outstanding shift in management during the past ten years has 
been the widespread introduction of incentive systems of wage pay- 
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ment. Department stores have followed this trend with their commis- 
sion and quota-bonus systems. Until recently managements have gen- 
erally assumed that these systems by recognizing individual differences 
in output were unquestionably stimuli to increased efficiency and lower 
unit-costs of operation. Recent studies have questioned the effective- 
ness of these plans as incentives. In the absence of scientifically deter- 
mined objective standards, managements still resort to pressure and 
workers resort to restrictive tactics. Enough is known of the operations 
of these systems to be certain that they cannot take the place of good 
management; that conditions of work are more important in determin- 
ing output than wage-incentive systems; that with good management 
a time-rate method of payment can achieve good results; and that a 
poorly designed and administered incentive-wage plan reduces effi- 
ciency and raises rather than lowers costs. 

The present study is an investigation of certain aspects of wage 
payment in retail selling. More specifically, it was directed at these 
questions: ‘Were stores, despite the different forms of reward, paying 
about the same amounts to their sales clerks? Were individual earnings 
related to sales? Was one method of payment more successful than 
others?”’ Monthly sales records of individual employees in four major 
departments of thirty-one stores, together with data giving length of 
service, age, experience in salesmanshir and turnover rates, were 
analyzed to throw light on these questions. 

On the first two questions the evidence is fairly conclusive. Stores 
are not paying the same amount to sales clerks; selling costs vary, as 
do also the volume of net sales per individual. Net sales tend to be 
highest in the departments paying highest wages. Individual earnings 
are related to, though not closely correlated with, net sales. High earn- 
ings may be due as much to the planning of the employer as to the 
competence of the sales person. On the third question the evidence is 
not conclusive. The methods of payment show divergent results in 
different organizations; each of the methods studied is being operated 
successfully in some store in which the. management knows how, and 
has the administrative setting, to operate its plan effectively. The net 
sales of a retail clerk are affected by so many variables not encom- 
passed by the wage system that it is impossible to reach definite con- 
clusions concerning the effectiveness of different types of wage-pay- 
ment plans. 

The study appears to be a competent analysis; and the fact that it 
does not give positive evidence on the relative effectiveness of different 
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methods of payment should convince store managers of the need for 
more penetrating analysis and control. 
R. W. STonE 


Unrversity oF CHICAGO 


Municipal Expenditures. By Mapet L. WALKER. Baltimore: 

The Johns Hopkins Press, 1930. Pp. ix+198. $2.25. 

This study—which is of narrower scope than the title implies—sug- 
gests standards for one phase of the task of municipal budget-makers, 
the distribution of resources among governmental functions. Theorists 
in public finance have enunciated the principle that the budget should 
be “so carefully made up that the last dollar expended on any one func- 
tion shall equal in social utility the last dollar expended on any other 
function.” The book is devoted to a method for making this rule work- 
able. A “norm of budget distribution” is set up by the same method 
that is widely used in determining model household budgets. Actual 
norms are computed for American municipal governments in four 
different size-groups of more than 30,000 population. They consist of 
averages of the percentage distribution of expenditures among func- 
tions in selected cities and are based on the data and functional classifi- 
cation of Financial Statistics of Cities. The average budget distribution 
of the leading cities in any particular size-group is urged as the standard 
for that group, with special justification to be required for every devia- 
tion from the norm. Apparently the author would apply the rule only 
to municipal governments. Expenditures for outlays are omitted 
entirely, although it would have been more reasonable to assume for 
these, as for “political machinations and peculiar exigencies,”’ that in 
a group of cities “local variations would tend to iron out” (pp. 50-51). 

Since the so-called “normal distribution”’ is a consensus of selected, 
recent judgments, administrators may find it a more certain guide than 
their own opinions or articulate local demands in estimating marginal 
social utilities. The “norm” should not be mistaken, however, for an 
objective measure of marginal social utility or of public welfare; it is 
purely a summary of the actual functional distribution of resources by 
particular governments. Its computation depends upon the assump- 
tion that well-governed cities produce, or are products of, the most 
valid judgments as to marginal utilities; and its usefulness rests on the 
assumption “that in all of our American cities the needs, if not the 
wants, for basic services are in much the same proportion”’ (p. 26). 
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The practical shortcomings of the standard would have become im- 
mediately apparent had the author attempted to apply her analysis to 
subdivisions of the major governmental functions defined by the Cen- 
sus Bureau. 

Whatever may be the merits or defects of the particular device 
employed, this experimental endeavor demonstrates that efforts to 
make theories administratively useful can be distinctly productive. 
The monograph includes a survey of the actual distribution of ex- 
penditures among functions, but this covers too short a period (three 
years) to be conclusive as to tendencies within particular size-groups 
of cities, although offering valid comparisons between groups. The 
part of the book that will probably attract most attention and emu- 
lation is the method for rating the performance of city governments 
(pp. 52-134). 

I. M. LaBovitz 
UNIVERSITY OF CHICAGO 


Trade Associations. By Jos—EpH HENRY Fotu. New York: 

Ronald Press, 1930. Pp. xi+338. $4.50. 

This book was written by an economist, so we are told, but not for 
economists, so we infer. “This book was written for business men... ., 
for both those charged with the responsibility of carrying on the work 
of trade associations, and the business executives who form the asso- 
ciation membership” (Preface). Such being the case, we are spared 
the need of offering an extensive review for the readers of a critical 
journal. 

The treatment of the subject is throughout essentially evangelical 
and inspirational. Occasionally there is a note of apologetics, but, in 
the main, the author succeeds very well in preserving the atmosphere 
and tone of moral uplift. He imparts a distinctly elevating enthusiasm 
for “loyalty,”’ “teamwork,” and “service.” It is true that in form, 
and particularly in respect to grammar, the exposition falls somewhat 
short of perfection. But perhaps that is a fault which may be con- 
doned in view of the rhapsodic devotion to the substantial business 
virtues and verities. 

A few quotations will suffice to permit the reader to judge for him- 
self the author’s methods and viewpoint. “The trade practice confer- 
ence sets up rules for the game of business and points out the best 
available technique for playing the game successfully... . . When 
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played in accordance with the rules, net profits go to those who apply 
scientific and economic research, standardization, and other methods 
of modern management” (p. 125). “When all branches of an industry 
mobilize to purge an industry of unfair and wasteful methods of compe- 
tition, the task for each is easier, and the results are more satisfactory” 
(p. 117). “When industry presents a united front in regard to these 
practices, their ‘expressions of the trade’ will carry greater weight with 
administrations and judicial bodies”’ (sic, p. 114). 
Myron W. WarTKINS 
New York UNIVERSITY 


Food Supply and Raw Materials in Japan. By E. F. PENROSE. 
Chicago: University of Chicago Press, 1930. Pp. 75. $2.00. 
The essential features of this study were first published in Japan 

to give to the members of the Kyoto Conference of the Institute of 

Pacific Relations information regarding “the relative growth in Japan 

of population, domestic food production, food imports, agricultural 

production and mineral production.” It is a purely statistical study, 
approximately two-thirds of the book being devoted to tables and 
charts. Its purpose is to serve as a source of information for students 
of economics and business who do not have the ability to read from 

Japanese sources or the time to organize the figures in usable form. 

The materials used are highly condensed. 

Since it is a quantitative rather than an interpretative study, any 
attempt to appraise it must rest on (1) a consideration of the sources 
used and (2) the organization and presentation of the data. 

The study covers the period from 1877 to 1927. Statistical data in 
Japan for the early part of this period are meager and often dubious. 
Prior to 1920 even population figures are not strictly reliable. Since 
the very careful census enumeration of that year, however, population 
figures are entirely dependable and probably constitute the most ac- 
curate of the data given. The figures on minerals from the Mining 
Bureau of the Department of Commerce and Industry are also fairly 
reliable. Anyone who has observed the steps in the compilation of the 
crop reports in Japan, however, will entertain some doubts as to their 
accuracy, since considerations involving taxes, loans, and the like often 
color the reports. In respect to these figures, the results should be 
considered tentative rather than conclusive. 

The materials have been organized in a convenient and orderly 











856 BOOK REVIEWS 


form including the actual production figures, indexes derived from 
these figures (the yearly average for 1921-27 being used as a base), 
and, finally, a series of charts and diagrams which give in broad out- 
lines as clear a picture of the relation between population and produc- 
tion in Japan as the available data will allow. It is a highly summarized 
study and constitutes the most convenient source of information in 
the fields covered. 

As might be expected from his experiences in Japan, Mr. Penrose’s 
comments show a realistic appreciation of concrete problems and give 
evidence of careful work in the field as well as in the library. It is to 
be hoped that we may hear from him again in the form of a more de- 
tailed and critical interpretation of the materials he has collected. 

James H. SHOEMAKER 
Brown UNIVERSITY 


Theories of Population from Raleigh to Arthur Young. By JAMES 
Bonar. London: G. Allen & Unwin, Ltd., 1931. Pp. 253. 
$2.00. 

This volume renders available to the demographer, vital statistician, 
and historian of economic thought the Newmarch Foundation Lec- 
tures delivered in 1929 at University College, London, by the world’s 
most learned Malthusian scholar. The present work deals only with 
seventeenth- and eighteenth-century thought. Beginning with Raleigh, 
Bacon, and Hobbes, the author passes to the thought of Harring- 
ton, Graunt, Halley, Derham, and Siissmilch; he then reviews the 
Hume-Wallace controversy over ancient and modern populousness. 
Price, as well as Young, receives attention. 

If the work is less readable than that classic, Malthus and His Work, 
one cannot say that its perspicacity is less acute. Let one example of 
telling succinctness suffice: We are told the crux of the population 
problem for seventeenth-century writers was room; for eighteenth, 
food; for nineteenth, the standard of living. The reviewer wishes that 
Dr. Bonar had ventured to predict that to the twentieth- and twenty- 
first-century writers it would be the problem of promoting quality. 

Reflecting the author’s well-known interests—for he is also the au- 
thor, it will be recalled, of Philosophy and Political Economy, and, more 
recently, of Moral Sense—the treatment is throughout philosophical; 
hence it is at times metaphysical and esoteric. 
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The painstaking typography of the publisher lends added distinc- 
tion to a work of substantial merit. 
NorMAN E, Himes 


CLarK UNIVERSITY 


Life and Labour in a South Gujarat Village. By G. C. MUKHTYAR, 
Edited by C. N. Vaxi. Calcutta: Longmans, Green & Co., 
Ltd., 1930. Pp. xx+303. 

Those interested in programs for the aid of India do not lack data 
on the economics of her village communities. There are now detailed 
studies of local communities sufficient to permit regional comparisons 
of differences in such matters as the percentage of net return of crops 
on the capital value of the village, or the percentage of total debts on 
the capital value, and to make evident many of the practices and insti- 
tutions that call for reform. This is one of such studies; it developed 
out of practical interest; it indicates wastes in Indian rural economics 
and proposes the remedies. 

Outside of India the book will be read as an excellent descriptive 
analysis of the business of getting a living in a peasant community. 
As its importance lies not in any theoretical contribution, but in the 
data it offers, a reviewer can most usefully mention some of these. 
All essential topics are covered; the field investigation has been pains- 
taking; the presentation is lucid and succinct. The chapter titles are: 
“Regional Background”’; “The Physical Background” ; “The People of 
the Village’; “Some Aspects of Agricultural Life and Practice”; 
“Economics of Cultivation”; “Land and its Distribution”; “Capital 
Resources of the Village”; “Agricultural Labour”; “Marketing Or- 
ganization of the Village”; “Some Tests of Agricultural Prosperity’’; 
“The Standard of Living of the People” ; “The Economic Condition of 
the People’’; “Credit and Indebtedness” ; “The People and the State”; 
“The Capital Value of the Village”; Summary and Conclusions. The 
reader will find, inter alia, accounts of agricultural techniques, tables 
showing population changes during four census periods, an analysis of 
the causes leading to the fragmentation of land holdings, materials on 
debtor labor, a concise presentation of primitive marketing organiza- 
tion, standard budgets for lower and upper caste families together 
with an explanation of the procedure followed in obtaining these, 
materials on the function of the money-lender, analysis of the laborer’s 
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diet, a time-table showing the allocation of sample agriculturalists’ 
working hours throughout a year, and the forms of schedules used in 
conducting the inquiry. 
ROBERT REDFIELD 
UNIvERsSITY OF CHICAGO 


The Law of Co-operative Marketing Associations. By JoHN HANNA. 

New York: Ronald Press, 1931. Pp. xxx+509. $7.00. 

This book is a manual for the lawyer rather than a treatise for the 
economist. It presents a detailed discussion of a form of business asso- 
ciation somewhat unfamiliar to the majority of attorneys, citing some 
800 cases and presenting a detailed comparative study of all the im- 
portant features of the varied forms of the “standard act” as well as 
a historical sketch of previous co-operative-statutes. 

To the lawyer with co-operative-clients it will doubtless be a matter 
of great gratification that the author has given in chapter vii and in 
part of chapter vi such full attention to the financial problems of co- 
operative associations. Chapter iv, on organization, and chapter v, 
on the marketing contract, are also mines of useful information and 
helpful comment. To the economist it may seem unfortunate that the 
nature of pooling and other phases of co-operative activity which have 
a bearing upon market prices should not have been more thoroughly 
examined. Possibly the jurist will join with the economist in a wish for 
more light on the relation between large-scale association of agricul- 
tural producers and the law on restraint of trade. 

While this book deals too much with legal technicalities to make it 
available as a college text, it should prove highly valuable as a reference 
work. One hundred and fifty pages of documents, legal forms, and 
statutes are included in the appendixes. 

Many lawyers will doubtless derive their impression of the nature 
of the co-operative movement, its peculiar methods and distinctive 
goals, from the introductory chapter of this book. If so, the reviewer 
feels that it is regrettable that it could not have been a more adequate 
historic sketch of the evolution of the movement, with more thorough 
acquaintance underlying the selection of names and appraisal of the 
work of those who have been the leaders of agricultural co-operation 


in the United States. 
E. G. Nourse 


INSTITUTE OF ECONOMICS 
Wasuincton, D.C. 
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Strathcona Memorial Fellowships in Transportation 


Five Strathcona Memorial Fellowships in Trax ation, of Twelve Hundred Dollars each, are offered 
annually for advanced work in Transportation, with special reference to the construction, equipment, and 
operation of railroads, and other engineering problems connected with the efficient transportation of pas- 
sengers and freight, as well as the financial and legislative questions involved. Transportation by water, 

ighways, or airways, and the appropriate apparatus involved, and also other general aspects of the broad 
field of transportation, embracing its legal and economic phases, will be included in the lists of subjects which 
the Fellows may select for investigation and study. The holder of a Fellowship must be a man who has 
obtained his first degree from an institution of high standing. The primary purpose of the Fellowship is to 
promote advanced work, i research; but it is possible to combine such work with the attainment of 
an advanced degree. In ing the award, preference is shown, in accordance with the will of Lord Strath- 
cona, to such persons or to the sons of such persons as have been, for at least two years, connected in some 
manner with the railroads of the Northwest. 5 

Applications for these Fellowships should be addressed to the Dean of the Graduate School of Yale Uni- 
versity, New Haven, Connecticut, before March 1, on blanks which may be obtained from him. Applicants 
must submit with their application a brief biography, a statement giving the reasons for desiring to pursue 
advanced work, and the subject contemplated for — study, and a certified record of their previ 
courses of study in college or technical school, and their standing therein. should also submit testi- 
monials bearing upon their qualifications. A recent photograph of the applicant is requested. 

Various courses of study relating to transportation along engineering, economic, and legal lines are now 
offered by Yale University. For greater cularity the applicant is referred to the Catalogue of the Yale 
University Graduate School, and especi to details found under the following groups and courses of study, 
viz.: Social and Political Science; Government and Public Law; Civil Engi : Electrica] Engineering; 
Mechanical Engineering; Engineering Mechanics. The Strathcona Memorial Fellows will be entitled to 
pursue investigation in any of these aspects of transportation in which the University offers competent 
guidance and supervision. 























Half-a-dozen revolutions~ 


ans social, political, military, economic, intel- 
we lectual, and religious—contribute to the 
A complexity of China’s domestic situation: 


CHINA IN 
REVOLUTION 


An Analysis of Politics and Militarism under the Republic 
By HARLEY FARNSWORTH MacNAIR 


clarifies for the non- ialist the conflicting aims, institutions, and personalities involved in a 
great struggle which been in process for more than a generation and which is yet far from 
completion. 

This concise history of recent China covers the period from 1894 to June, 1931, but is particu- 
larly comprehensive since 1911, and includes a study of Sun Yat-sen, his activities, his ideas, 
and his influence, and the threatening progress of Communism. Professor MacNair has spent 
thirteen years in China, and is internationally known as an authority on Far Eastern history 
and institutions. $2.50 


THE UNIVERSITY OF CHICAGO PRESS 


























BECAUSE OF THIS SPIRIT 





A Jor 





Tue biggest thing about your tele- 
phone is the spirit of the hundreds 
of thousands of people who make 
up the Bell System. No matter 
what their particular jobs may be, 
they are first of all telephone men 
and women. 

The loyalty of these people to 
the ideals of their work is reflected 
in every phase of your telephone 
service. It shows in the increasing 
speed with which your local and 
long distance calls are completed. 
It shows in the greater accuracy 
with which they are handled. It 
shows in the wider and more con- 
venient facilities which are placed 
at your command—extension tele- 
phones, intercommunicating sys- 
tems for home and office, small and 
large switchboards, teletypewriters 
and many others. 


Because of this spirit, your needs 
for fast, complete and inexpensive 
telephone service are more fully 
met each year. Men and women of 
the Bell System are constantly ex- 
plaining the varied telephone ser- 
vices to more and more users. They 
prepare the way for the new plant 
and equipment put at your disposal 
every year. Through their efforts, 
you receive better and wider service 
at a cost made possible only by 
an organization of this character. 

Although it does not appear on 
the balance sheet, the greatest 
asset of the Bell System lies in 
the skill, energy and purpose of 
the people who carry on its work. 
Every time you telephone, you 
get the advantage of this—in 
better and better service at the 
lowest possible cost. 
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